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Forecasts  for  1999 
Microsoft  loses  the  plot, 
Internet  stocks  worthless 
Peter  Martin,  Page  14 
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GM’sSatun 
‘A  different  kind 
of  chairman’ 
interview,  Page  11 


The  divided  kingdom 
‘Britain’s  biggest  change 
to  democracy  ever1 
Page  15 


Iraqi  trade 
Oil-for-food  used  as 
political  leverage 
Page  5 
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WORLD  _NEWS 

Finnish  minister 
resigns  after 
shares  scandal 

The  $1.4fan  privatisation  of 
, .Sonera,  the  Finnish  state  tete- 
4 • corns  operator,  was  thrown  into 
if'  controversy  following  the  resig- 
' nation  of  the  communications 
minister  and  the  dismissal  of 
Sonera's  chief  executive  over  a 
share  scandal.  Europe,  Page  3 

World  Cup  plan  ashMdsftes  soccer 
A proposal  from  Fffa  president 
Sepp  Blatter,  the  head  of 
soccer's  world  governing  body, 
to  hold  the  World  Cup  every  two 
years  instead  of  every  four  was 
greeted  with  astonishment  within 
the  sport  International,  Page  6; 
Soccer  chief  in  cash  row  quits, 
Page  9 

UK  pressure  m warship  dispute 
The  UK  is  stepping  up  pressure 
on  France  and  Italy  to  resolve 
problems  surrounding  the  £8 bn 
($13bn)  Horizon  frigate  project, 
one  of  Europe's  most  important 
collaborative  defence 
programmes.  Britain,  Page  8 

Elizabeth  Dole  may  be  set  to  run 
Elizabeth  Dole,  wife  of  1996 
Republican  White  House  chal- 
lenger Bob,  is  stepping  down  as 
head  of  the  American  Red  Cross 
in  a move  widely  seen  as  a 
prelude  to  a presidential  bid. 

US  and  Canada,  Page  4 

brad  set  for  May  elections 
Israel's  Knesset  [parliament] 
completed  Its  dissolution  and 
approved  the  final  readings  of  a 
bill  to  set  elections  for  May  17, 
more  than  a year  ahead  of 
schedule,  by  a vote  of  85  to  27. 
International,  Page  6 

Iraq  bars  ‘bostfie1  imports 
Iraq  is  imposing  trade  sanctions 
on  countries  it  considers  hostile 
and  is  barring  purchases  of  food 
and  medicine  from  the  US, 
Britain,  Japan  and  Switzerland. 

1 Trade,  Page  5 

VW  and  Jeep  win  awards 
The  Volkswagen  AG  Beetle  and 
DaimlerChryster  AG’s  Jeep  Grand 
Cherokee  were  named  winners  of 
the  North  American  Car  and 
Truck  of  the  Year  Awards. 

Australia  looks  beyond  Asia 
Australia  will' open  trade  offices 
in  South  America  and  Eastern 
Europe  as  part  of  a campaign  to 
develop  new  export  markets  and 
reduce  the  country’s  reliance  on 
Asia.  Trade,  Page  5 

Cyprus  ministers  resign 
President  Glafkos  C Jerkies  of 
Cyprus  was  seeking  to  patch  up 
his  government  as  two  ministers 
resigned  over  his  decision  to 
cancel  the  deployment  of  Rus- 
sian missiles.  Europe,  Page  3 

Habfine  cans  for  cabn 
Indonesia’s  President  B.J. 

Habibie  urged  Indonesians  to 
end  the  violence  sweeping  the 
country  as  thousands  of  troops 
fanned  out  after  a weekend  of 
bloodshed.  Asia-Pacific,  Page  7 

Push  on  EU-SA  trade  talks 
The  UK  government  has  agreed 
to  try  to  speed  up  protracted 
European  Union  negotiations  with 
South  Africa  on  a free  trade 
agreement  Britain,  Page  9 

S terra  optimistic  on  investment 
South  Korea  said  it  expects  a 70 
per  cent  rise  in  foreign  direct 
investment  this  year. 

Asia-Pacific,  Page  7 
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BUSINESS  NEWS 

Dresdner  spins  off 
$15bn  worth  of 
non-banking  stakes 

Dresdner  Bank,  Germany's  third 
largest,  has  spun  off  about 
DM25bn  (£12.78bn,  $15bn}  of  its 
shareholdings  In  other  companies 
into  separate  units.  The  move 
accelerates  the  transformation  of 
banking  in  Europe's  i&gest  econ- 
omy. Companies  and  Markets, 
Page  17 

Leo  Kirch,  the  German 
broadcasting  mogul,  unveiled  a 
restructuring  plan  that  opens  the 
door  for  outside  investors  to  one 
of  Europe's  biggest  media  com- 
panies. European  companies. 
Page  22 

America  Online,  the  internet 
servkM  provider,  said  its  custom- 
ers had  spent  31.2bn  in  pur- 
chases between  November  26 
and  December  27.  Companies 
and  Markets,  Page  17 

PwC,  the  professional  services 
firm,  said  fee  income  had  jumped 
19.9  per  cent  European  com- 
panies, Page  22 

BP  Amoco’s  opening  share  price 
was  labelled  “inaccurate”  by 
dealers  as  the  merged  oil  group 
became  the  largest  single  con- 
stituent of  FTSE 100  index.  UK 
companies,  Page  23 

Allianz,  Germany’s  biggest 
Insurance  group,  placed  an  inno- 
vative $150m  international  catas- 
trophe bond  option  that  provides 
coverage  for  wind,  storm  and  hail 
risks  written  by  its  German  sub- 
sidiaries. European  companies. 
Page  22  ( 

Imperial  Chemicals  bidustrfes, 
announced  a restructuring  of  its 
troubled  paints  division  and  fore- 
cast earnings  at  the  higher  end 
of  expectations.  Companies  and 
Markets,  Page  17;  Observer, 
Page  15;  Lex,  Page  16;  Compe- 
tition regulator;  Page  23 

AT&T,  the  US  telecommunications 
group,  is  expected  tomorrow  to 
lay  out  detailed  plans  for  its 
merger  with  TCI  Communica- 
tions. US  ' companies.  Page  18 

Hongkong  Telecom,  which  has  lost 
its  monopoly  on  International 
direct-dial  calls,  cut  the  cost  of 
calls  to  its  mafn  markets  try  up  to 
30  per  cent  Companies  and 
Markets,  Page  17 

AMP,  the  Australian  insurance 
and  funds  management  group.  Is 
set  to  proceed  with  the  A$3.3bn 
($2. 02  bn)  hostile  offer  for  GIO 
Australia  Holdings,  the  big  gen- 
eral Insurer.  Asia- Pacific  com- 
panies, Page  20 

Caribbean  banana  exporters  have 
reiterated  their  dismay  at  a US 
decision  to  impose  punitive 
duties  on  Imports  from  the  Euro- 
pean Union  in  the  dispute  over 
the  EU’s  banana  import  regime. 
World  trade,  Page  5 

Bank  of  New  Yak,  the  US  bank, 
is  to  set  up  a brokerage  in  Lon- 
don to  handle  trades  for  Euro- 
pean Institutions  dealing  on  40 
equity  and  bond  markets.  US 
companies.  Page  18 

Woiid  Equity Markets 

The  tetesttrendsand  data  from  more  A ' 
Item  50  national  markets  at  a glance 
Page  37. 
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NEW  CURRENCY  GAINS  AGAINST  THE  DOLIAR  • EUROPEAN  MARKETS  SURGE_STRONGLY  «9_D-MARK  TRADING  ‘DISAPPEARS’ 

Stocks  and  bonds  rise  on  euro  debut 


By  Pta&p  Coggan  and 
Man  BftattiB  in  London 


A wave  of  “euro-phona”  swept 
through  Europe's  financial  mar- 
kets on  the  first  official  day  of 
trading  in  the  new  cingin  cur- 
rency, with  bonds  and  share 
prices  moving  sharply  ahead. 

The  FTSE  Ebloc  100  index, 
which  consists  purely  of  stocks 
In  the  euro-zone,  surged  S3  per 
cent  on  the  day  with  the  DAX  in 
Frankfurt  jumping  5.7  per  cent 
and  the  GAC  40  in  Paris  53  per 
cent.  European  government 
bonds  rose  by  around  a percent- 
age point 

The  euro  itself  gained  ground 
against  the  US  dollar,  moving  up 
to  $1.19  in  Asian  trading,  before 
settling  back  to  the  $1.18  level 
during  European  hours.  When 
the  currency  was  created  last 
week,  its  indicated  level  was 
below  $1.17. 

Dealers  said  that,  while  busi- 
ness was  subdued,  the  euro  had 
almost  completely  taken  over 
from  its  predecessor  currencies. 
Trading  in  the  D-Mark,  which 
some  had  expected  to  continue 
alongside  the  euro,  virtually  dis- 
appeared. 

While  trading  tn  the  euro 
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started  smoothly,  the  new  cur- 
rency met  its  first  technical 
glitch  when  a backlog  of  pay- 
ments forced  the  European  Cen- 
tral Bank  to  delay  the  closing  of 
Target,  its  high  value  payment 
clearing  system,  by  90  minutes. 
Bankas  said  the  delay  caused  no 
significant  problems  and  other 
euro  systems  worked. 

European  stock  markets  were 
also  helped  by  a strong  start  on 
Wall  Street,  where  the  Dow  Jones 
Industrial  Average  recovered 
from  New  Year’s  Eve  losses  to  be 
150  points  ahead  by  the  time 
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European  markets  dosed. 

While  the  FTSE  100  index  in 
London  failed  to  join  in  the  rally, 
falling  33  to  5379.4.  the  good 
news  was  not  confined  to  coun- 
tries in  the  euro-zone.  The 
Athens  stock  market  gained  6.7 
per  cent  to  an  all-time  high, 
partly  on  hopes  that  the  success- 
ful launch  d!  the  euro  would 
make  it  easier  for  Greece  to  join 
the  single  currency  in  2001  and 
partly  because  of  the  abolition  of 
the  withholding  tax  on  bond 
income  at  the  start  of  the  year. 

Normally,  a strong  currency  is 


bad  news  for  European  stock 
markets,  because  of  the  adverse 
effect  on  the  prospects  for  the 
continent's  exporters.  But  in  this 
case,  the  region's  bourses  rose  in 
line  with  its  new  currency. 

Richard  Davidson.  European 
strategist  at  Morgan  Stanley 
Dean  Witter,  said:  “The  whole 
bloc  is  benefiting  from  an 
increased  recognition  of  how  pos- 
itive monetary  union  is  for  Euro- 
pean economies  in  terms  of 
growth  and  structural  change.” 

Analysts  pointed  out  that 
Europe  this  year  should  see  not 


unly  positive  economic  and  cor- 
porate tamings  growth,  but  also 

low  Inflation  and  possibly  lower 
interest  rates.  That  was  :m 
attractive  option  at  a time  when 
investors  were  nervous  about 
emerging  markets  and  high  valu- 
ations in  the  US  market. 

The  creation  of  the  European 
single  currency  region  is  also 
expected  to  prompt  a Further 
round  of  European  takeovers  and 
mergers.  Some  companies  will  be 
looking  tn  achieve  the  scale 
rrqulnxi  to  coni|K>to  anti  others 
will  be  trying  to  cut  costs  as 
European  markets  become  more 
competitive.  Both  trends  slmuld 
be  supportive  of  share  prices. 

Some  analysts  saw  yesterday's 
share  prices  strength  as  a knee- 
jerk  reaction.  ”1  will  be  am.iJed  if 
this  rally  can  last  all  that  long  as 
we  see  the  slowdown  in  Europe's 
economy  coming  through  and  if 
the  euro  continues  on  its  rela- 
tively strong  tack."  said  James 
Montier,  global  strategist  at  BT 
Alex  Brown. 

Rsports  and  analysis,  Page  2 
Eure  prices,  Page  25 
Curranctes,  Paga  27 
London  stocks,  Paga  34 
World  stocks,  Pago  38 


Eaton  predicts  European 
car  link  in  ‘next  90  days’ 

DaimlerChrysler  chairman  adds  to  speculation  at  Detroit  show 


By  Haig  Sfmonlan  in  Detroit 


Robert  Eaton,  joint  chairman  of 
DaimlerChrysler,  the  world’s  sec- 
ond biggest  carmaker,  added  to 
speculation  in  the  car  . industry 
yesterday  when  he  said  he 
believed  a significant  deal 
between  two  European  manufho- 
turers  would  be  announced, 
“within  the  next  90  days". 

Mr  Eaton,  who  with  Jflrgen 
Schrempp,  former  chairman  of 
Germany’s  Daimler,  created 
DaimlerChrysler,  one  of  the 
world's  largest  industrial  merg- 
ers, declined  to  say  which  car- 
makers might  be  involved. 

But  Industry  speculation  has 
cited  Ford  and  Sweden's  Volvo  to 
a possible  tie-up  as  well  as  a link 
between  Volvo  and  Italy's  Fiat 

“l  believe  1999  will  be  a year  of 
restructuring,”  said  Jim  Donald- 
son, president  of  Ford  of  Europe. 
Mr  Donaldson  declined  to  com- 


ment on  reports  that.  Ford  was  in 
talks  with  Volvo. 

The  Swedish  group  is  also 
known  to  be  to  discussions  with 
Fiat  about  potential  cooperation, 
which  could  result  in  a merger. 
Reports  of  the  Ford  and  Fiat  dis- 
cussions triggered  rises  to  the 
shares  of  the  Swedish  and  Italian 
carmakers  last  month. 

Mr  Eaton's  remarks  at  the 
Detroit  motor  show  highlight  the 
general  excitement  in  the  indus- 
try that  1999  will-  bring  further 
consolidation  in  the  face  of 
chronic  overcapacity  and 
cut-throat  competition. 

*Td  say  it  [a  deal]  is  possible," 
said  Jack  Smith,  chairman  of 
General  Motor.  Mr  Smith  con- 
firmed GM  was  talking  to  a num- 
ber of  carmakers  about  co-opera- 
tion on  individual  ventures,  but 
denied  it  was  to  any  big  takeover 
talks. 

Dieter  Zetsche,  head  of  sales 


and  distribution  at  Daimle: 
Chrysler,  said  a Fiat-Volvo  deal, 
either  as  a full  scale  merger  or 
limited  to  commercial  vehicles, 
could  make  sense. 

The  two  companies  are  broadly 
complementary  to  products  and 
geography. 

Hat's  predominantly  small  cars 
are  most  popular  in  southern 
Europe,  while  Volvo's  bigger 
vehicles  are  strongest  to  north- 
ern Europe,  the  US  - where  Fiat 
is  not  represented  - and  Asia. 

The  two  groups’  commercial 
vehicles  activities  also  mprfi  well, 
as  do  their  smaller  businesses  in 
farm  and  construction  equip- 
ment, marine  and  jet  engines. 

The  possibility  of  Fiat  being 
involved  to  some  form  of  consoli- 
dation has  gained  credence  in 
recent  months  with  the  arrival  in 
late  October  of  Paolo  Fresco  as 
chairman  Mr  Fresco,  formerly  a 
senior  executive  at  General  Elec- 


DoiMile  act  Robert  Eaton,  left  and  J Organ  Schrempp,  joint  chairman  o t 
DaknlarChiyslar,  greet  guests  at  the  Detroit  motor  show  Ptenro:  Reuters 


trie,  gained  a strong  reputation 
to  his  previous  role  for  dealmak- 
ing. 

All  the  participants  have 
declined  to  comment  on  the 
talks.  However,  it  is  known  that 


many  manufacturers  are  in  dis- 
cussions about  joint  ventures, 
and  broader  alliances  to  gain 
economies  of  scale  and  cut  costs. 


Goman  carmakers.  Page  18 


Japanese  PM  signals 
changes  to  cabinet 


By  Mehlyo  Hakamoto  in  Tokyo 


Japanese  prime  minister  Keizo 
Obuchi  indicated  yesterday  he 
would  reshuffle  his  cabinet  next 
week  afro:  he  returns  from  a tour 
of  Europe. 

The  reshuffle  will  bring  into 
government  members  of  the  Lib- 
eral party,  with  which  the  ruling 
Libera]  Democratic  party 
recently  agreed  to  form  a coali- 
tion. 

“It  will  be  somewhat  difficult 
[to  form  a coalition]  before  I go  to 
Europe,"  said  Mr  Obuchi  at  a 
news  conference  before  the  trip, 
which  begins  tomorrow. 

Mr  Obuchi  is  unlikely  to  make 
big  changes  and  it  is  expected 
that  the  Liberal  party  will 
receive  at  most  two  relatively 
minor  cabinet  positions. 

The  prime  minister  has  called 
for  Ichiro  Ozawa,  head  of  the  lib- 
eral party,  to  assume  a cabinet 
post  TrimRpTf,  but  Mr  Ozawa  Is 
reluctant 

“1  have  asked  him  to  join  the 
cabinet,  but  as  of  this  moment  it 
doesn’t  look  like  it  will  happen,” 
Mr  Obuchi  told  the  news  confer- 
ence. 

The  coalition  will  give  the  LDP 
more  flexibility  in  passing  legis- 
lation through  the  Diet  (parlia- 
ment! during  the  session  that 
begins  on  January  19.  . 

The  LDP  lacks  a majority  in 


the  upper  house  of  the  Diet,  fol- 
lowing an  election  defeat  last 
summer. 

However,  the  deal  has  been 
marred  by  disagreements  over 
key  issues,  which  have  threat- 
ened to  undo  the  coalition  before 
it  was  formed. 

As  conditions  for  joining,  the 
Liberal  party  had  initially 
demanded  a one-year  freeze  on 
consumption  tax,  revision  of  the 
constitution  to  allow  defence 
forces  to  join  United  Nations 
- peacekeeping  duties  and  three 
fewer  cabinet  posts. 

But  Mr  Obuchi  has  managed  to 
scale  back  the  Liberal  party’s 
demands.  The  consumption  tax  is 
unlikely  to  be  frozen,  the  consti- 
tution is  not  likely  to  be  revised 
yet  and  only  two  cabinet  posts 
are  likely  to  be  cut 

Mr  Ozawa's  apparently  firm 
stance  and  the  LDP’s  uneasiness 
about  his  role  mean  the  coalition 
government  will  continue  to  be 
troubled  by  friction  even  after 

formation. 

Mr  Ozawa,  who  left  the  LDP 
five  years  ago.  has  the  support  of 
certain  factions  within  the  ruling 
party  but  Is  strongly  resented  by 
Its  key  members. 

Even  if  the  LDP  manages  to 
overcome  the  friction,  the  grow- 
ing view  is  that  Mr  Ozawa  will 
continue  to  be  a destabilising 
farce  for  the  government 
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luxury  knitwear  £24.95 
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WORLD^tNEW  S 


THE  EURO 


VIEW  FROM  THE  TRADING  ROOM  EURO  MAKES  CALM,  REASSURING  DEBUT  BUT  THIN  VOLUME  INDICATES  MOOD  OF.ggjjJ!ggL - 

Dealers  quick  to  adopt  new  currency 


By  Alan  Beattie  in  London  and 
Tony  Barber  In  Frankfurt 


The  euro  made  a calm  and 
reassuring  start  on  its  first 
Full  day  in  the  world's  cur- 
rency markets  yesterday. 
But  some  dealers  were  sur- 
prised by  tbe  speed  with 
which  it  replaced  the  outgo- 
ing currencies  of  the  euro- 
zone. 

“It  was  a momentous  occa- 
sion. but  not  a monumental 
trading  day,"  said  Guy  Whit- 
taker. global  head  of  foreign 
exchange  at  Citibank  in  Lon- 
don. “Traders  have  come 
back  from  their  New  Year 
break  with  enthusiasm  for 


the  new  currency  but  not  for 
taking  risks.” 

After  climbing  to  $1.19 
against  the  dollar  in  the 

Asian  session  yesterday,  the 
euro  settled  back  to  trade 
around  $1-18  for  the  duration 
of  European  trading  hours. 
This  was  still  higher  than 
the  level  below  81.17  at  Us 
creation  on  December  31. 

Dealers  estimated  that  the 
volume  of  trading  in  tbe 
London  market  was  around 
half  the  normal  level.  “It 
started  very  thin  this  morn- 
ing but  picked  up  a bit  later 
in  the  day,”  said  David 
Bloom,  currency  economist 
at  HSBC  in  London. 


US  not 
fazed  by 
early 


gams 


By  John  Anthers  in  Hew  York 


The  euro's  early  gains 
against  the  dollar  yesterday 
failed  to  create  great  concern 
in  the  US. 

Senior  US  policymakers 
pledged  their  support  for 
European  economic  and 
monetary  union.  At  a press 
conference.  Robert  Rubin, 
treasury  secretary,  stressed 
tbe  initiative's  benefits  for 
tbe  US. 

Mr  Rubin  said:  “We've 
said  many  times,  if  it's  good 
for  Europe,  that's  good  for 
the  US.  1 have  no  doubt  mar- 
kets will  fluctuate  as  they 
always  do,  that  is  not  where 
our  focus  needs  to  be." 

Lawrence  Summers.  Mr 
Rubin's  deputy,  said:  “As  far 
as  the  dollar  is  concerned, 
the  buck  stops  here.  As  long 
as  we  keep  our  fundamen- 
tals strong.  I think  the  dollar 
{and]  US  borrowing  costs 
will  do  just  fine." 

Over  the  last  two  weeks 
the  US  media  has  given 
heavy  coverage  to  the 
launch  of  the  euro.  CNBC, 
the  business  channel  owned 
by  General  Electric,  chose  to 
base  its  programmes  yester- 
day in  Frankfurt,  while  most 
of  the  big  newspapers  put 
the  story  on  their  front 
pages.  The  financial  services 
industry  bas  also  invested 
heavily  in  an  attempt  to  take 
advantage  of  the  new  cur- 
rency. US  banks  lead  the 
market  in  foreign  exchange 
and  expect  to  increase  their 
revenues  as  a result  or  the 
new  currency.  Chase  Man- 
hattan is  predicting  an 
increase  of  8250m  in  annual 
clearing  revenues  within 
five  years,  as  a result  of  the 
currency  change. 

But  there  was  no  evidence 
yesterday  that  it  bad  excited 
the  interest  of  individual 
investors. 

T Rowe  Price,  one  of  the 
largest  US  mutual  fund  man- 
agers, reported  that  it  had 
had  no  inquiries  about  the 
euro  from  customers. 

Charles  Schwab,  the  larg- 
est US  discount  broker, 
which  does  most  of  its  busi- 
ness over  the  telephone  and 
the  internet,  also  reported 
minimal  interest  from  cus- 
tomers in  the  new  currency. 

Traditionally.  US  small 
investors  leave  most  of  their 
money  in  the  US.  They  were 
briefly  tempted  into  emerg- 
ing markets  and  Asia,  while 
Europe  has  generally  been 
unfashionable. 

But  Warburg  Pincus.  a 
large  New  York  fund  man- 
ager. launched  a new  mutual 
fund  yesterday  which  would 
be  invested  in  large-cap 
western  European  compa- 
nies and  managed  by  Credit 
Suisse  Asset  Management. 


The  lack  of  liquidity  In  the 
London  market  meant  that 
spreads  between  the  rates  at 
which  banks  bought  and 
sold  foreign  exchange  were 
about  four  times  wider  than 
usual.  But  traders  expected 
spreads  to  narrow  in  coming 
weeks. 

Some  analysts  expressed 
surprise  that  separate  trad- 
ing in  the  D-Mark,  which 
many  had  expected  to  con- 
tinue for  some  time  along- 
side deals  in  the  euro, 
almost  completely  disap- 
peared from  the  moment  the 
markets  opened. 

“There  have  been  so  few 
deals  in  the  legacy  curren- 


cies that  it  is  Impassible 
even  to  draw  a sensible 
chart  of  the  DMark  against 
the  dollar  over  the  day,”  said 
Tony  Norfield  at  ABNAmro 
in  London- 

“The  jump  to  dealing 
entirely  in  the  euro  has  been 
much  quicker  than  the  mar- 
ket had  expected.” 

Some  rumours  circulated 
in  the  London  market  that 
the  European  Central  Bank 
CECB)  bad  intervened  to  pre- 
vent the  euro  rising  too 
quickly  against  the  dollar 
during  the  Aslan  trading  ses- 
sion. But  Mr  Bloom  said  any 
intervention  was  likely  to  be 
limited  to  smoothing  the 


euro's  path  by  offering 
liquidity  to  the  market, 
rather  than  attempting  to 
target  a particular  level. 

The  euro  made  a similarly 
flawless  If  subdued  debut  in 
Germany’s  foreign  exchange 
trading  rooms  yesterday. 

“Our  systems  are  up  and 
the  trading  machines  are 
running  quite  smoothly.” 
said  Alfred  Schorno.  global 
bead  of  foreign  exchange  at 
Commerzbank,  Germany’s 
fourth  largest  bank,  which 
employs  49  traders  in  deriva- 
tives and  spot  and  forward 
currency  trading. 

“Nevertheless  a lot  of 
people  are  trying  to  get  used 


to  the  new  doflar/euro  levels, 
because  they  have  been 
quoting  the  dollar  against 
the  mark  for  the  last  20 
years."  he  said. 

To  guard  against  slip-ups. 
Commerzbank  instructed  its 
dealers  to  be  extremely  pre- 
cise in  the  course  of  a deal. 
Whereas  in  earlier  times  a 
trader  might  have  called  out 
simply:  *Tm  selling  10  dol- 
lars" - meaning  a sale  of 
SlOm  for  D-Marks  - yester- 
day he  was  under  orders  to 
specify  that  he  was  selling 
dollars  for  euros. 

Trading  in  the  euro  began 
at  Commerzbank’s  sky- 
scraper headquarters  in 


Frankfurt  at  6am.  when  the 
bank's  dealers  took  over 
from  their  colleagues  in  east 

Asia.  . 

Mr  Schorno  estimated  that 
trading  volume  in  the  Ger- 
man market  was  running  at 
about  a quarter  of  its  normal 
level.  Only  about  TOO  of  Com- 
merzbank's 70.000  corporate 
customers  had  requested 
euro-de nominated  deals,  the 
bank  said. 

Andreas  Ruger.  the  bank's 
vice-president  of  foreign 
exchange,  said  dollar.-euro 
deals  represented  about  two- 
thirds  of  all  business  done. 
"No  one  wants  to  take  risks 
for  the  moment.”  he  added. 


Mixture  of  delight,  relief  and  a little  spending  'just  for  fun’ 


First  day  of  trading  greeted  as  a political  watershed  for  European 
Union  but  euro  made  little  impact  on  the  high  street 

By  Our  International  Staff  as  justification  for  the  com-  nomic  model  that  hai 


Leaders  of  the  European 
Union  yesterday  greeted 
the  successful  first  day 
of  financial  trading  in  the 
euro  with  a mixture  of 
delight,  relief  and  caution. 

As  for  the  men  and  women 
on  the  street,  the  chances 
were  that  they  did  not  even 
notice,  with  the  advent  of 
euro  notes  and  coins  still 
three  years  away.  Only  a 
handful  chose  to  pay  bills  in 
euros  with  credit  cards  or 
cheques,  and  they  did  so 
mostly  “just  for  fan",  accord- 
ing to  one  French  supermar- 
ket owner. 

In  France,  President  Jac- 
ques Chirac  described  the 
new  currency  as  “an  historic 
opportunity  for  our  people", 
calling  for  the  creation  of  “a 
social  Europe,  and  a Euro- 
pean identity." 

Dominique  Strauss-Kahn. 
the  French  finance  minister, 
also  stressed  the  political 
watershed  for  the  EU.  say- 
ing: “We  are  at  the  begin- 
ning of  a great  political  proj- 
ect." 

Bonn's  reaction  to  the 
euro  launch  was  surpris- 
ingly low-key.  with  Gerhard 
Schroder,  the  new  federal 
chancellor,  still  on  his  New 
Year  holiday.  His  comments 
were  confined  to  an  inter- 
view with  Der  Spiegel,  the 
weekly  magazine,  saying 
that  the  main  task  now  was 
“to  make  the  euro  a suc- 
cess". 

As  for  Italy,  there  was  as 
much  relief  from  senior  poli- 
ticians that  the  country  had 
defied  the  sceptics  and 
become  a fully-fledged  par- 
ticipant in  the  single  cur- 
rency, as  there  was  jubila- 
tion. 

Yet  throughout  the  EU, 
the  smooth  launch  was  seen 


as  justification  for  the  com- 
mitment and  determination 
of  the  11  founding  members 
of  the  euro-zone.  At  a cere- 
mony to  mark  the  close  of 
the  first  day  of  euro-denomi- 
nated  trading  on  the  Brus- 
sels stock  exchange,  Jacques 
Santer,  president  of  the 
European  commission, 
allowed  himself  a little  emo- 
tion. “Until  now.  the  euro 
was  only  a project,”  he  said. 
“Today,  for  the  first  time,  we 
have  been  able  to  see  and 
use  it.  You  will  understand 
that  it  is  with  a certain  emo- 
tion that  I watch  a project, 
around  which  all  our  efforts 
have  converged,  take  con- 
crete form." 

Critical  comments  came 
from  trade  union  leaders  in 

several  member  states  of  the 
euro-zone,  who  issued  warn- 
ings about  the  continuing 
threat  of  joblessness,  and 
even  rising  unemployment 

The  French  socialist  gov- 
ernment headed  by  Lionel 
Jospin  ramp  under  fire  both 
from  its  Communist  part- 
ners. and  from  its  traditional 
trade  union  allies.  A joint 
statement  Issued  by  the 
three  leading  trade  union 
federations  warned  against 
changes  which  symbolised 
“a  purely  liberal  European 
construction,  without  any 
consideration  for  jobs". 

Mr  Chirac  himself  urged 
that  the  introduction  of  the 
euro  should  not  lead  to  new 
social  tension.  “We  must 
ensure  that  the  great 
changes  implied  by  the 
advent  of  a new  currency  do 
not  translate  into  new  divi- 
sions between  the  young  and 
the  old.  between  the  private 
and  public  sectors."  he  said. 

In  Italy,  Massimo  D'A- 
lema, the  prime  minister, 
said  the  new  currency  sig- 
nalled "the  end  of  the  eco- 


nomic model  that  has 
marked  recent  decades. . . 
based  on  budget  hand-outs 
by  the  state,  financed 
Increasingly  through  public 
debt" 

Romano  Prodi,  the  former 
prime  minister  who  steered 
Italy  through  the  final  stages 
of  its  Emu  application,  but 
lost  office  three  months  ago, 
was  more  blunt.  “My  first 
thought  is.  thank  God."  he 
said.  “If  we  had  been  left 
outside,  it  would  have  been  a 
disaster  for  this  country.  My 
second  thought  is  that  we 
have  pat  our  public  accounts 
in  order  but  we  still  have  a 
long  road  ahead  of  us.” 

Mario  Monti,  one  of  Italy's 
two  European  commission- 
ers, said  his  country  had 
finally  won  its  “war  of  liber- 
ation from  the  lira,"  a cur- 
rency that  symbolised  toler- 
ance of  a weak  exchange 
rate  and  of  high  budget  defi- 
cits. But  on  the  streets  of 
Rome,  reaction  to  the  open- 
ing of  trading  in  the  new 
currency  was  more  muted. 
Few  Italians  were  going  to 
the  trouble  of  opening  new 
euro  accounts  at  banks  and 
there  was  confusion  at  some 
shops. 

in  Germany,  Mr  Schro- 
der’s reticence  reflected  the 
small  impact  the  euro  has 
had  so  Ear  on  everyday  life 
in  Germany.  “For  most 
people  nothing  has  hap- 
pened. They  don’t  have 
euros  in  their  pockets,"  said 
one  Bonn  official.  "The 
introduction  of  the  euro  has 
been  relatively  calm,  the 
political  reaction  has  been 
relatively  calm." 

Bild.  the  biggest  mass 
market  newspaper,  cele- 
brated the  euro's  launch  at 
the  weekend  with  a front 
page  headline  predicting 
lower  prices  for  consumers. 
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By  yesterday.  Bild  was 
devoting  as  much  space  to 
the  price  war  in  the  German 
telecommunications  market 

Although  opinion  polls 
suggest  Germans  are 
warming  to  the  new  cur- 
rency. there  remains  a good 
deal  of  scepticism.  As  the 
Frankfurter  Allgemeine 
newspaper  argued,  “the 
D-Mark  still  enjoys  today  a 
deep  trust  by  the  German 
people  that  the  euro  has  yet 
to  acquire.” 

Nevertheless,  the  German 
government  sees  the  euro's 
launch  as  an  important 
stage  in  the  European 
Union's  development  Oskar 
Lafontaine,  flnanre  minister, 
said  the  currency  union 
should  mark  "the  beginning 
of  a new  politics"  - specifi- 
cally a joint  approach 
towards  tackling  unemploy- 
ment. 

The  Belgian  government 


has  little  choice  but  to  play 
up  the  euro's  importance, 
because  qualifying  for  mem- 
bership has  been  the  excuse 
for  drastic  austerity  mea- 
sures, including  a three-year 
wage  freeze.  Jean-Luc 
Debaene,  prime  minister, 
struck  a suitably  triumphant 
note  at  a champagne  recep- 
tion at  close  of  trading  on 
the  Brussels  bourse  yester- 
day. calling  Emu  the  “one 
truly  historic  project"  in  the 
post-war  European  economy. 

But  tbe  celebration  was 
mixed  with  a warning  that 
the  task  was  far  from  over. 
“We  must  not  underestimate 
the  change  needed  in  our 
habits,”  he  said.  He  was 
referring  to  the  habits  of 
daily  life,  but  he  might  as 
easily  have  been  talking 
about  tbe  government’s  fis- 
cal policy.  Belgium's  public 
debt  is  roughly  double  the 
limit  stated  in  the  Maas- 


tricht treaty. 

Declarations  of  triumph 
and  pride  by  Spanish  minis- 
ters in  tbe  past  few  days 
have  also  been  mixed  with 
notes  of  caution  about  the 
challenges  ahead,  if  Spain  is 
to  compete  effectively  and 
raise  its  income  levels  to  the 
standards  of  partner  nations. 

Jose  Maria  Aznar,  prime 
minister,  warned  at  the 
weekend  that  companies  had 
to  wean  themselves  off  a 
“subsidy  culture". 

Spanish  labour  leaders 
also  voiced  concern.  The 
General  Workers’  Union 
(UGT)  countered  what  it 
described  as  a “propaganda 
broadside".  It  accused  the 
government  of  being 
obsessed  with  cutting  its  def- 
icit and  ranking  “among  the 
first  in  the  euro  race”,  while 
Spain  still  lagged  behind 
other  EU  countries  in 
employment  and  welfare. 


BRITISH  REACTION  PRIME  MINISTER  STRESSES  THE  GOVERNMENT’S  COMMITMENT  TO  JOINING  THE  EURO  IN  PRINCIPLE 


Blair  calls  for  debate  on  UK  membership 


By  David  Wighton  in  London 


The  British  government 
yesterday  marked  the 
launch  of  the  euro  with  calls 
for  an  "honest  debate"  over 
sterling's  membership  of  tbe 
single  currency. 

Tuny  Blair,  prime  minis- 
ter, said  Britain  had  nothing 
to  fear  from  the  fact  that 
Europe  was  now  at  the  heart 
of  the  country's  political 
debate  and  stressed  the  gov- 
ernment's commitment  to 
join  the  euro  in  principle. 

But  opponents  used  the 
launch  to  renew  claims  that 
the  UK  could  prosper  outside 


the  single  currency  and 
stressed  the  strength  of 
opposition  among  the  British 
people.  Mr  Blair's  spokes- 
man dismissed  a poll  by  tbe 
UK's  biggest  selling  newspa- 
per, The  Sun.  in  which  77 
per  cent  of  readers  respond- 
ing said  Britain  should  rule 
out  joing  the  euro.  The  poll 
was  “not  representative  of 
British  public  opinion”,  the 
spokesman  said. 

In  a newspaper  article,  Mr 
Blair  underlined  the  benefits 
to  Europe  of  a successful  sin- 
gle currency  and  played 
down  the  risks  of  joining.  He 
said  the  UK  needed  “a  period 


of  settled  and  sustainable 
convergence  before  we  are  in 
a position  to  take  a deci- 
sion”. 

The  government  Is  under 
pressure  from  business  to 
give  a timetable  for  Britain 
joining  the  single  currency, 
subject  to  a referendum. 
Business  has  also  called  for 
ministers  to  take  more  of  a 
lead  in  the  campaign  to  per- 
suade the  population  of  the 
benefits  of  membership. 

But  the  government 
showed  itself  still  reluctant 
to  take  on  the  largely  euro- 
sceptic  British  press. 

Mr  Blair's  spokesman  said 


the  advent  of  the  euro  was  a 
“huge  event"  which  would 
“focus  minds"  and  generate 
a far  more  “honest"  debate. 
“But  it  doesn’t  change  the 
government's  position  on  It." 

Asked  if  it  was  a question 
of  “when"  rather  than  “if” 
Britain  joined  the  euro.  Mr 
Blair's  official  spokesman 
yesterday  declined  to  be 
drawn.  “The  government's 
position  on  the  single  cur- 
rency is  dear.  The  govern- 
ment supports  it  in  principle 
provided  there  are  clear  and 
unambiguous  benefits." 

Eddie  George,  tbe  govern- 
ment of  the  Bank  of 


England,  yesterday  offered 
support  for  the  government’s 
cautious  position. 

“We  are  at  a different 
phase  in  the  cycle  and  that 
Is  one  of  the  reasons  why  it 
would  have  actually  been  a 
complication  both  for  the 
creation  of  the  euro  and  for 
management,  of  tbe  economy 
in  this  country  if  we  had 
actually  been  part  of  today’s 
great  historic  change.” 

While  the  government 
praised  the  efforts  of  the 
City  to  prepare  for  the 
launch  of  the  euro,  oppo- 
nents of  Britain’s  member- 
ship claimed  it  showed  that 


the  City’s  interests  would 
not  be  threatened  if  sterling 
remained  outside  the  single 
currency. 

Francis  Maude,  the 
shadow  chancellor,  said  the 
City  would  remain  the 
world's  leading  financial 
centre  regardless  of  UK 
membership. 

“It  seems  increasingly 
likely  that,  for  from  suffer- 
ing outside  the  euro-zone, 
there  may  now  be  an  oppor- 
tunity for  the  City  to  take 
advantage  of  being  outside 
the  euro  and  make  its  posi- 
tion even  stronger  than 
before,"  he  said. 
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Clear  skies  viewed 
from  the  euro-tower 


Economic  'uuficatarsfor  euro-11  countries 


The  currency’s  smooth  trading  will  be  good  for  the  European 
Central  Bank’s  self-confidence,  reports  Wolfgang  Munchau 


ECB  watch 
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Real  life  has  just  begun  for 
the  European  Central  Bank, 
and  every  indication  is  that 
the  view  from  inside  the 
euro-tower  in  Frankfurt  is 
rosy. 

The  clearest  sign  of  this 
came  yesterday,  the  first  full 
day  of  trading  in  the  euro. 
The  ECB  had  only  two 
things  to  say:  first  that  its 
Target  system  for  payments 
settlement  was  up  and  run- 
ning smoothly  despite  a 90- 
minute  extension  to  cope 
with  a settlements  back-up. 
Second,  that  it  was  calling 
for  bids  on  13-day  refinanc- 
ing agreements  at  a fixed 


rate  of  3.00  per  cent  in  its 
first  standard  tender  opera- 
tion. 

The  bank  could  have  been 
putting  out  fires,  issuing 
reassurances  and  denying 
market  rumours,  but  none  of 
that  was  necessary.  Even  if 
the  Target  system  settle- 
ments did  back  up.  the  day- 
had  gone  as  smoothly  as  the 
bank  could  have  hoped.  The 
euro's  modest  rise  against 
the  dollar  suggested  market 
confidence  in  the  currency; 
stock  markets  soared:  and 
the  technical  changeover 
was  fairly  smooth. 

The  ECB  will  take  comfort 
and  a fair  share  of  the  credit 
for  such  a smooth  start  to  an 
ambitious  project.  For  an 
institution  with  no  history 
or  track  record,  this  was  a 
vitally  important  test  to  pass 


and  vrill  no  doubt  boost  the 
ECB’s  self-confidence. 

There  were  clear  signs  of 
growing  confidence  emerg- 
ing from  Frankfurt  even 
before  tbe  euro's  launch. 
Wim  Duisenberg.  the  ECB's 
president,  announced  in  a 
French  newspaper  interview 
that  he  would  not  retire 
after  four  years,  something 
Jacques  Chirac.  French  pres- 
ident. had  demanded  as  a 
condition  of  Mr  Duisenberg's 
appointment  last  May.  This 
was  a clear  signal  that  the 
ECB  and  its  president  will 
not  allow  themselves  to  be 
pushed  around  and  could 
have  advantages. 

A self-confident  central 
bank  may  be  less  inclined  to 
engage  in  vain  demonstra- 
tions of  Us  Independence.  As 
Otmar  Issing,  the  ECB’s 
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chief  economist,  said  at  a 
recent  press  conference,  it  is 
the  job  of  a central  bank  to 
conduct  the  right  monetary 
policy  and  not  to  defy  politi- 
cians for  the  sake  of  it  - 
especially  if  the  politicians 
happen  to  be  right. 

This  maxim  may  not  have 
been  heeded  last  autumn, 
when  the  central  hanks 
appeared  to  dig  In  their 
heels  against  calls  from 


European  politicians  to 
lower  interest  rates.  Once 
the  banks  finally  did  join  in 
lowering  rates  across  the 
euro-zone  to  3.0  per  cent, 
several  German  central 
bankers  said  privately  they 
might  have  cut  interest  rates 
earlier  had  it  not  been  for 
political  pressure.  This  sug- 
gests the  central  bankers 
knowingly  conducted  the 
wrong  policy  to  keep  up  an 


Opening  I 
hours  of 
Target 
extended 


By  George  Graham  hi  London 

and  Tony  Buber  fat  Frankfurt 
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Europe’s  new  currency 
suffered  its  first  significant 
glitch  yesterday  when  Tar 
get.  the  new  high  value  pay- 
ments system,  had  to  push 
back  its  closing  time  by  an 
buur  and  a half  to  cope  with 
the  billions  of  euros  flowing 
around  Europe. 

Banks  using  the  system  r 
said  euros  flowed  smooth! 
for  most  of  the  first  day  oft; 
operation  for  Target,  a new  . 
system  set  up  by  the  Euro- 
pean Central  Bank  to  link 
high  value  payments 
systems  in  the  15  countries 
of  the  European  Union. 

But  backlogs  of  payments 
at  5pra  GMT,  especially  in 
Germany,  obliged  the  ECB  to 
extend  the  Target  opening 
hours  to  6.30pm  GMT. 

The  ECB  said  some  bottle- 
necks were  to  be  expected  at 
the  launch  of  the  new  sys- 
tem but  that  the  delay  would 
not  stop  the  system  from 
starting  smoothly  today. 
Commercial  banks  were 
relaxed  about  the  delay. 

“I  think  this  shows  the 
system  worked.  Most  players 
had  some  payments  backtab 
up  that  they  were  happy  tfl 
get  through,  and  the  extenOI-. 
sion  allowed  us  to  make  sure  ‘ 
that  high  value  settlement 
payments  got  iuto  the  sys- 
tem," said  Jim  Witktns  at 
Barclays  Bank  in  the  UK. 

National  payments 
systems  linked  to  Target, 
including  Chaps  Euro  in  the 
UK.  functioned  smoothly. 
Bankers  said  EAF.  the  main 
Frankfurt  system,  had  han- 
dled good  volumes  of  pay- 
ments. So  too  did  the  Euro 
Banking  Association  system, 
which  clears  net  balances  at 
the  end  of  the  day  rather 
than  making  gross  transfers 
in  the  course  of  the  day,  as 
Target  does. 

“Target  has  worked  every 
time  wc  have  tried  to  use  it 
Where  we  had  any  block- 
ages, we  have  been  able 
work  around  them."  said  Bife? 
Grant.  Emu  project  director 
at  Citibank,  the  banking  arm 
of  the  US's  Citigroup  finan- 
cial services  conglomerate. 

“It  has  been  a relatively 
light  day.  but  we  have  still 
processed  in  excess  of  €20bn 
($23.4bn)  of  payments  in  and 
out.  and  all  our  clearing 
links  are  flowing  smoothly," 

Mr  Grant  added. 

Banks  said  their  prepara- 
tions for  the  euro  conversion 
weekend  had  stood  them  in 
good  stead,  and  few  prob- 
lems had  emerged  in  the 
course  of  yesterday's 
operations.  At  the  Frankfurt 
headquarters  of  Commerz- 
bank. Germany's  fourth  larg- 
est bank,  a morning  review 
conducted  by  top  executives 
determined  that  the  week- > 
end  conversion  to  the  eurqfe- 
had  gone  almost  flawlessly. V' 
The  only  minor  hitch.  ’ 
quickly  solved,  concerned 
euro  data  that  Commerz- 
bank was  not  able  to  trans- 
mit to  some  health  insur- 
ance clients  because  the 
insurers'  computer  systems 
rejected  the  information. 

Until  now,  banks  knew 
that  any  D-Mark  payments 
they  were  expecting  would 
arrive  in  Frankfurt,  while 
any  French  francs  would 
reach  them  in  Paris.  From 
today,  however,  euros  could 
be  delivered  to  them  in  any 
of  15  countries,  and  some 
banks  have- been  worried, 
that  misdirected  payments, 
could  throw  out  (heir  trea- 
sury management. 


v 'j  r- : ; 


f;!.\ irr.:,  ^ ^ 


iTVai?  v-. 


'•:-PScS  3 


-«•  -■  »-■-■* 


5*.  . 

*!r:V 


sniii 


Erll  producer  pice  Index 

Annual  % change-*^ 


— ’ ^ 


1.0 

. as 

. G 

:'v- 

' ■••••"*  **• 

* . if 

. -as’ 

. -15 

. -15 

4’ 

’■“fa:- . .. 

— 4*  . . ■ ^ 

_ -20 

Oct 

SwtftfirtPW, 


appearance  of  independence. 

As  the  ECB  enters  its  first 
months  of  active  central 
banking,  however,  it  faces 
no  such  genuine  policy 
dilemmas.  The  risks  of  defla- 
tion and  inflation  are  finely 
ba  lanced,  but  neither  seems 
probable  in  the  foreseeable 
future.  The  present  level  of 
short-term  interest  rates  of 
3.0  per  cent  looks  about 
right.  In  fact,  the  ECB  last 


month  set  the  overnight  ■ 
deposit  rate  at  2.75  per  cent 
and  the  marginal  lending 
rate  at  3.25  per  cent  untfc, 
January  21  - a clear  sigi%3 
that  short-term  interest  rat3? 
will  remain  on  hold,  at  lea9* 
throughout  this  period.  Fe* . 
analysts  predict  a rate  cut  hi 
either  February  or  Man*, 
though  many  still  expect  <*?■ 
later  in  the  year. 
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EUROPE 


■ news  digest 

^4erman  immigration  policy 

Opposition  parties  clash 
over  citizenship  plans 

ta!^„<2S!°n  fl"8"  claehed  y«“*>y  over  plana  to 
launch  a petition  against  the  new  centre-left  government's 
proposal  to  allow  dual  citizenship.  ^ 8 

The  plana  were  announced  over  the  weekend  bv  the 

UnJon-  Their  BwLfeE 

^ sianed  op  to  tha  drive  aa 

well.  But  their  former  coalition  partner,  the  liberal  Free 

D?U10??tS^5!fcted  **  P13113  yesterday.  Guido  Wester- 
s Qeneral  secretary,  accused  the  CDU-C5U 
of  making  immigration  policies  from  the  gut" 

r?36at0d,y  to  reform  Gar- 
<2£enshfe |HW®  while  ^ former 
Kohl  s coa,ttort  government,  but  were 
Ivnaerea  oy  their  more  conservative  partners. 

.9ppSSents  dual  citizenship  argue  it  would  give  spe- 
clai  Prtvj^ea  to  foreigners  and  lead  to  potentially  danoer- 
Ipus  conflicting  loyalties.  Wolfgang  SchSuble.  CDU  chair- 
[m nan,  said  the  petition  drive  was  not  motivated  by 
/FiriMorefgner  sentiment  but  a desire  to  control  immigration 
and  promote  Integration  of  those  foreigners  already  In  Ger- 
many. 

acceptance  of  double  citizenship  is  poison 
for  Integration  as  well  as  for  inner  peace,”  Mr  Schfiubte 
said.  He  said  the  petition  drive  would  start  at  a CDU-CBU 
leadership  meeting  on  January  24.  AP,  Bonn 

HJJFRAUO  ALLEGATIONS 

Brussels  official  suspended 

The  European  Commission  said  yesterday  It  had 
suspended  an  official  who  made  allegations  about  fraud 
within i the  European  Union.  The  move  comes  a week 
before  the  European  parliament  Is  due  to  hold  a vote  of 
confidence  In  the  EU  executive,  which  could  lead  to  the 
sack  for  the  Commission's  20  members. 

The  Belgian  newspaper  De  Morgen  reported  that  Paul 
y*ii  Bultenen,  a member  of  the  Commission's  financial 
lontrol  unit,  had  been  suspended  on  December  16  after 
jbhding  the  assembly  a damning  report  alleging  fraud  was 
- 'more  widespread  than  previously  acknowledged. 

Mr  van  Bultenen's  report  was  one  factor  that  led  the 
parliament’s  assembly  to  refuse  to  approve  the  EU's  1996 
accounts  on  December  17  and  table  a no-confidence 
motion  In  the  Commission.  That  vote  Is  scheduled  to  take 
place  during  the  assembly's  regular  monthly  sitting  in 
Strasbourg  next  week. 

A Commission  spokeswoman  confirmed  the  substance 
of  De  Morgen’s  report  but  declined  to  comment  further  or 
to  name  Mr  van  Bidtenen.  The  Greens  group  In  the  Euro- 
pean parliament  said  It  would  ask  ErWti  Uikanen,  EU  bud- 
get comm  !sa loner,  this  week  about  the  reasons  for  the 
sanctions  against  Mr  van  Burtenen. 

In  recent  months,  the  Commission  has  faced  repeated 
allegations  of  mismanagement  of  the  EU  aid  budget  and 
the  hiring  of  staff  through  outside  consultancies  or  con- 
tractors. Reuters,  Brussels 

FRENCH  INTERIOR  MINISTER 

^hevenement  returns  to  work 

#ean-Pierre  Chevdnement,  France's  interior  minister, 
■returned  to  work  yesterday,  four  months  after  falling  into 
an  eight-day  coma  following  routine  surgery.  Mr  Chsvdne- 
ment  marked  the  occasion  by  hosting  the  traditional  New 
Year  breakfast  meeting  of  his  fellow  cabinet  members. 

A highly  popular  and  Influential  member  of  the  leftwing 
government,  he  suffered  a severe  allergic  reaction  to 
anaesthesia  during  a gall  bladder  operation  in  September. 
Speaking  later  of  his  brush  with  death,  Mr  Chevdnement, 

59,  told  the  weekly  Paris  Match:  "I  had  reached  the  other 
shore."  Reuters,  Paris 


TOBACCO  PRICES 

Paris  imposes  5%  tax 

Tobacco  prices  rose  5 per  cent  on  average  in  France  yes- 
terday, following  the  Implementation  of  a tax  Increase  as 
part  of  the  government's  1999  budget 
The  tax,  which  should  raise  an  estimated  FFr2 bn 
P€305m,  $358m)  In  new  receipts,  was  passed  through 
Unevenly  to  consumers,  as  tobacco  companies  sought  to 
■educe  the  Impact  on  their  best-selling  brands.  For  axam- 
*pJe,  Sella,  the  privatised  French  cigarette  manufacturer, 
increased  prices  of  Its  Gaulotees  and  Royaie  brands  by  4.5 
per  cent  and  2.5  per  cent  respectively,  while  Gltanea  were 
raised  by  almost  10  per  cent.  Samer  Iskander,  Parte 

SPANISH  ENVIRONMENT 


Acidic  water  spill 


Spanish  ecologists  accused  two  chemical  companies  yes- 
terday of  environmental  crimes  after  they  accidentally 
released  at  least  50,000  cubic  metres  of  acidic  water  Into 
a river  In  southern  Spain  last  week. 

The  fertiliser  companies,  Fertiberia  and  Foret  said  the 
water  that  escaped  when  a waste  reservoir  burst  during  a 
storm  on  Friday  did  not  represent  a serious  ecological 
hazard  and  would  be  diluted  in  the  waters  of  the  river 
Huelva. 

But  Eccrfoglstas  en  Aeckbn,  an  environmental  group,  said 
the  water  contained  heavy  metals  such  as  arsenic  and 
copper  that  could  damage  plants  and  animate  In  the  river. 

It  compared  the  accident  to  a toxic  spiH  at  the  Aznalcol- 
lar  zinc  mine  last  April  that  threatened  Europe's  largest 
nrjure  reserve,  Donfina  national  park,  when  millions  of 
jjfblc  metres  of  sludge  containing  heavy  metals  escaped 
fwn  a burst  reservoir. 

The  group  also  contested  the  companies  estimate,  or 
the  amount  of  addle  water  that  escaped,  saying  it  was  far 
more  that  50,000  cubic  metres.  Authorities  in  the  Andalu- 
sia region  have  opened  an  Investigation  into  the  causes  of 
theaeddent  Reuters,  Madrid 


Finnish  minister  quits  after  share  scandal 


By  Tin  But  In  Stockholm 

The  $l.4bn  privatisation  of 
Sonera,  the  Finnish  state 
telecommunications  opera- 
tor, was  thrown  into  contro- 
versy yesterday  following 
the  resignation  of  the  coun- 
1 try's  communications  minis- 
ter and  the  dismissal  of 
Sonera’s  chief  executive  over 
a share  scandal. 

Matti  Aura,  minister  of 
communications,  agreed  to 
step  down  after  admitting  he 
had  been  misled  by  Pekka 
Vennamo,  Sonera  chief  exec- 
utive, about  his  investments 
and  dealings  in  Sonera 
shares. 

Mr  Vennamo,  meanwhile, 
was  sacked  by  the  Sonera 
board  for  Ming  to  disclose 
an  inter-family  transaction 


In  which  he  sold  some  5£Q0 
shares  in  the  company.  That 
breached  an  undertaking  to 
Mr  Aura  that  he  would  not 
dispose  of  any  part  of  his 
stake  in  the  company,  priva- 
tised last  November. 

Mr  Aura,  a member  of  Fin- 
land's Conservative  party, 
said  yesterday:  "1  have  made 
wrong  judgments  about 
chief  executive  Vennamo. 
Therefore,  my  view  is  that  I 
can  no  longer  have  the  pre- 
requisite to  continue  as  a 
minister.”  Mr  Vennamo, 
himself  a former  minister  of 
communications,  was 
unavailable  for  comment 

The  departure  of  both  the 
minister  and  Sonera's  chief 
executive  follows  a mount- 
ing public  outcry  In  Finland 
over  the  handling  of  the  ini- 


tial public  offering  In 
Sonera,  formerly  Telecom 
Finland. 

Under  the  global  offering, 
which  was  more  than  20 
times  subscribed,  share  allo- 
cations were  scaled  back 
dramatically  - leaving  most 
retail  investors  with  just  10 
per  cent  of  what  they  had 
applied  for.  Mr  Vennamo 
nnH  other  Sonera  executives, 
however,  received  their  allo- 
cations in  full. 

The  company's  chief  exec- 
utive acquired  a further 
25JXJ0  shores  on  behalf  of  his 
private  investment  company. 
That  took  his  total  holding 
to  about  51,000  shares,  worth 
€795,600  0677*510),  Investors 
subscribing  to  the  retail 
offer  received  an  average  of 
820  shares  each. 


Sonera's  share  price  has 
more  than  doubled  the 
government  sold  a 22  per 
cent  stake  in  November.  Jn 
Helsinki  yesterday,  the 
shares  rose  $3  per  cent  to 
close  at  €1544. 

Markka  Talocen,  Sonera 
chairman,  said  Mr  Venna- 
mo's  conduct  over  his  share 
dealings  and  disclosures  led 
to  "escalating  mistrust” 
within  the  board  and 
between  the  chief  executive 
and  communications  minis- 
ter. “A  number  of  mistakes 
were  made  and  promises  sur- 
rounding share  by 

Mr  Vennamo  were  not  kept,” 
be  said. 

Industry  analysts  played 
down  the  Impact  of  the  affair 
on  Sonera’s  operating  strat- 
egy, atmpH  at  establishing  a 


Li  f • 


Matti  Aura:  1 heve  mad*  wrong  Judgments' 


growing  mobile  telephone 
subscriber  base  In  Finland 
and  die  Baltic  states.  It  also 
has  &5  per  cent  of  the  market 
for  international  calls  from 
Finland  and  40  per  cent  of 
long-distance  calls. 


The  government  did  not 
name  Mr  Aura's  successor 
yesterday.  Sonera,  said  Mr 
Vennamo  would  be  replaced 
by  Aulla  Satin,  previously 
managing  director  of  Tele- 
com Finland. 


Cyprus  ministers  quit  over  cancelled  missiles 


By  Andreas  Hadppapas 
in  Nicosia 

President  Glafkos  derides  of 
Cyprus  sought  to  patch  up 
his  government  yesterday  as 
two  socialist  ministers 
resigned  in  protest  against 
his  decision  to  cancel  the 
deployment  of  long-range 
Russian  missiles  on  the 
island. 


Mr  derides  accepted  the 
resignations  but  did  not 
immediately  propose  new 
names  for  the  vacated 
defence  and  education  posts. 

The  president  had 
scrapped  delivery  of  the 
SSOOm.  S-300  anti-aircraft  sys- 
tem after  reassurances  from 
the  International  community 
that  it  would  help  promote  a 
settlement  to  the  dispute  In 


the  island  between  his  gov- 
ernment and  the  breakaway 
Turkish  state  in  the  north. 
Turkey  had  vowed  to  pre- 
vent the  missiles  arriving, 
militarily  if  necessary. 

But  the  socialists  called 
Mr  Clerldes*  decision  a 
“national  humiliation". 

Ynnnakis  Omirou,  the  out- 
going defence  minister,  said 
in  his  letter  of  resignation 


that  the  decision  not  to 
bring  the  5-300  missiles  was 
a “serious  blow  to  the  sover- 
eignty of  the  Cyprus  Repub- 
lic" and  the  right  to  defend 
Itself. 

Mr  Clerldes  was  re-elected 
to  a five-year  term  In  Febru- 
ary last  year  and  has  no 
intention  of  resigning, 
despite  calls  for  him  to  step 
down.  But  he  has  been 


politically  weakened  by  the 
defections. 

Observers  believe  the  pres- 
ident would  face  problems  If 
he  tried  to  form  a more 
broadly-based  coalition  to 
compensate  for  the  loss  of 
the  socialists. 

People  close  to  the  Nicosia 
government  said  Cyprus 
might  now  buy  a shorter- 
range  TOR  missile  system 


from  Russia,  as  well  as  more 
Aspide  missiles  from  Italy. 
Greece,  a close  ally  of 
Cyprus,  bad  boon  alarmed 
by  the  prospect  that  the 
arrival  of  the  rockets  could 
Irreparably  harm  Cyprus’ 
chances  of  julning  the  Euro- 
pean Union. 

The  S-300  missiles  arc  now 
due  to  go  to  the  Greek  island 
of  Crete. 
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ROMANIAN  MINERS 

Union  ultimatum  rejected 

Romania’s  government  yesterday  rejected  an  ultimatum  by 
thousands  of  miners  who  launched  a strike  in  tiro  coun- 
try’s biggest  coalfield  over  the  planned  closure  of  uneco- 
nomic pita.  . , , , 

The  chief  union  leader  gave  Radu  Vasile,  prime  minister, 
until  today  to  come  to  the  area  to  discuss  demands, 
including  pay  rises  and  the  write-off  of  debts  run  by  me 
local  mining  company.  Miron  Cozma,  who  earned  a repu- 
tation  for  militancy  for  leading  violent  ant,-reform  protests 
in  Bucharest  in  the  early  1990s,  said  he  wouWtakehis 
miners  to  the  capital  again  If  the  government  failed  to 

their  demands.  _ . 

jffiome  2,500  miners  marched  through  snow  In  Petrosani, 
350km  west  of  Bucharest,  chanting  Mr  Cozmas  name  and 
shouting  anti-govemment  slogans.  No  incidents  were 

re^££i  with  this  ultimatum.  - . the  govemm^jwll  rot 
conduct  any  dialogue.”  the  adminl^abon  said-  "We  regret 

the  situation  created  by  the  Jki  inves- 

whose  policy  of  force  can  only  scare  off  prospective  inves- 
tors." Reuters,  Bucharest 
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THE  AMERICAS 


Rush  to  run  for  US  presidency  in  2000 


Bbabeth  Dole:  stepping  down 
prematurely  as  heed  of 
American  Red  Cross 


By  Gerart  Baker  In  Washington 

You  could  be  forgiven  for 
thinking  the  events  of  the 
last  year  might  have  put 
most  people  off  the  idea  of 
running1  for  president 

For  anyone  other  than 
Trappist  monks  (and  their 
order  forbids  them  from  run- 
ning for  office}  the  Monica 
Lewinsky  affair  must  have 
been  an  unsavoury  foretaste 
of  the  kind  of  scrutiny  they 
could  expect  before  and  after 
election  to  the  highest  office 
in  the  US. 

But  in  the  first  week  of  the 
year  before  the  next  big 
presidential  contest,  the  list 
of  candidates  is  growing  fas- 
ter than  President  Bill  Clin- 


ton's legal  bills.  Yesterday, 
Elizabeth  Dole,  the  wife  of 
Bob,  Mr  Clinton’s  1996 
Republican  challenger, 
announced  she  was ‘prema- 
turely stepping  down  as 
head  of  the  American  Red 
Cross  in  a move  widely  seen 
as  a prelude  to  a presidential 
hid. 

With  no  incumbent  presi- 
dent running  next  year,  the 
race  seems  genuinely  open, 
and  the  tantalising  prospect 
of  actually  having  a shot  at 
winning  is  now  clearly  out- 
weighing any  queasiness 
about  the  personal  toll  of 
running  for  high  office. 

If  Mrs  Dole  does  enter  the 
Republican  fray  sbe  win  ]otn 
proto-candidate  John 


McCain,  the  maverick  Ari- 
zona senator,  who  last  week 
became  the  first  of  his  party 
to  establish  the  formal  “pres- 
idential exploratory  commit- 
tee". 

They  look  certain  to  be 
joined  in  the  next  few  weeks 
by  Steve  Forbes,  publisher  of 
the  eponymous  magazine 
and  self-styled  “capitalist 
' tool",  and  T-nmar  Alexander, 
the  former  governor  of  Ten- 
nessee, both  veterans  of  the 
1996  campaign.  Dan  Quayle, 
the  former  vice-president, 
and  Pete  Wilson,  who 
stepped  down  as  governor  of 
California  yesterday,  are 
also  considering' a run. 

The  big  question  is 
whether,  or  perhaps  when. 


George  W.  Bush,  the  popu- 
lar, moderate  governor  of 
Texas,  will  declare.  Current 
polls  make  him  the  easy 
favourite,  not  just  for  the 
Republican  nomination,  but 
for  the  presidency  itself. 

There  are  still  other  hope- 
fuls: Gary  Bauer,  the  head  of 
a very  conservative  pressure 
group  in  Washington,  is  pre- 
paring a run  based  on  Chris- 
tian moral  values  in  public 
life.  Bob  Smith,  a senator 
from  New  Hampshire,  whose 
ambition  seems  based  on  the 
happy  fact  that  he  is  an 
Incumbent  senator  in  the 
state  which  holds  the  first 
primary,  is  also  a contender. 

On  the  Democrat  side,  two 
nearly  confirmed  candidates. 


Vice-President  A1  Gore  and 
former  senator  Bill  Bradley, 
have  established  exploratory 
committees.  They  could  be 
joined  by  the  Rev  Jesse  Jack- 
son,  who  has  run  twice 
before.  Paul  WeUstone,  the 
liberal  senator  from  Min- 
nesota, John  Kerry  of  Massa- 
chusetts, and  perhaps  by 
Richard  Gephardt,  House 
Democrat  leader. 

Seasoned  political  observ- 
ers warn,  however,  that  all 
this  presidential  ambition 
will  start  to  bump  into  hard 
political  realities  in  the  next 
few  months.  If  the  public 
scrutiny  of  their  personal 
lives  does  not  get  most  of 
them,  the  need  to  raise  a ton 
of  money  surely  wilL 


Nicaragua:  a new  spirit  of  political  understanding  after  Mitch 


NEWS  DIGEST 


BRAZILIAN  BUDGET 



Cautious  welcome  for 
fiscal  austerity  package 

The  Brazilian  government's  new  package  of  R$6.7bn 
(USS5.5bn)  in  budget  savings  vwxi  a cautious  watoww  ■ 
from  economists  yesterday,  althoughthey  warned  that  the 
success  of  the  fiscal  austerity  plan  stffl  depended  on  the 
behaviour  of  Congress  over  the  next  three  months. 

Brazilian  shares  had  risen  3.1  per  cent  by  yesterday 
afternoon  as  markets  digested  the  deads ^of  foe  rww 
savings,  which  were  published  over  the  New  Year  hoHday 
and  which  come  mostly  from  new  tax  increases. 

-The  new  package  is  a signal  that  the  government  at 

least  is  committed  to  achieving  the  terms  of  the  fiscal 

plan,"  said  Felipe  Garcia  at  Idea,  an  economic  consultancy 

in  New  York.  _ . ^ 

Brazil  would  probably  meet  the  first  sat  of  budget  tar- 
gets agreed  with  foe  International  Monetary  Fund,  which 
will  be  reviewed  in  February,  he  said.  k 

The  government  announced  Its  plan  to  cut  Rszetm  from  A 
this  year's  budget  In  October,  in  an  attempt  to  reduce  a , 
fiscal  deficit  approaching  8 per  cent  of  gross  domestic 
product  and  to  regain  credibility  lost  after  the  Russian  debt 


The  hurricane  may  have  started  to  clear  a path  through  the 
country’s  often  dense  political  jungle.  James  Wilson  reports 


As  Nicaragua  struggles  to 
recover  from  the  devas- 
tation of  Hurricane 
Mitcb.  the  new  year  is  bring- 
ing signs  of  one  positive 
change:  the  storm  may  have 
started  to  clear  a path 
through  the  country's  often 
dense  political  jungle. 

Nearly  a decade  after  the 
end  of  its  civil  war,  Nicara- 
gua is  still  one  of  the 
region's  most  polarised  soci- 
eties. In  the  two  years  since 
President  Araoldo  Aleman's 
Liberal  government  took 
office,  there  have  been  fre- 
quent street  protests  by  the 
leftwing  Sandinista  Front  for 
National  Liberation  CFSLN1. 
now  entrenched  in  apposi- 
tion. 

But  with  the  country  over- 
whelmed by  the  hurricane, 
and  politicians  heeding  calls 
at  home  and  abroad  to  forget 
differences  and  race  the  task 
of  rebuilding  the  country, 
some  observers  believe  the 
aftermath  of  Mitch  can  bring 
a sense  of  greater  unity. 

The  government  and  the 
FSLN  had  already  come 
closer  through  talks  on  elec- 
toral reform,  and  Mr  Ale- 
m &n's  overtures  to  Daniel 
Ortega,  former  president  and 
Sandinista  leader,  to  help 
with  reconstruction  have 
received  a positive  response. 

When  Nicaragua  met  for- 
eign donors  in  April  last 


year,  the  FSLN  refused  to 
take  part.  But  after  Mitch 
Sandinista  representatives 
went  to  last  montb's  vital 
meeting  in  Washington  to 
discuss  international  finan- 
cial support.  Tbe  govern- 
ment is  also  including  Sand- 
ini  stas  on  a commission  of 
national  reconstruction. 

Despite  remaining  squab- 
bles - Mr  Ortega  opposes  the 
ongoing  economic  adjust- 
ment programme  backed  by 
tbe  International  Monetary 
Fund,  and  rails  at  the  pres- 
ence of  1.700  US  troops  help- 
ing in  the  recovery  effort  - 
foreign  aid  agencies  are 
encouraged. 

Kent  Degerfelt.  the  head  of 
the  European  Commission's 
delegation  in  Managua,  says: 
“The  disaster  seems  to  he 
unifying  the  Sandinistas  and 
the  governing  party.  It  is  a 
sign  of  progress."  He  adds:  “I 
think  the  most  important 
thing  is  the  Sandinistas  did 
go  to  Washington.  The 
squabbling  does  not  take 
away  from  the  paramount 
importance  of  having  gone 
as  part  of  the  official  delega- 
tion. and  of  taking  part  in 
planning  the  reconstruction 
of  the  country.  Dialogue  is 
always  a positive  thing." 

One  challenge  for  the 
rebuilding  effort  is  to  avoid 
the  partisan  bickering  that 
characterised  some  of  the 


early  response  to  the  disas- 
ter. When  floods  swept  Leon. 
Nicaragua's  second  city  and 
a proud  cradle  of  poets  and 
revolutionaries,  arguments 
raged  between  officials  from 
the  FSLN-controlled  city  ball 
and  local  delegates 
appointed  by  the  govern- 
ment 

“They  were  fighting  to  see 
who  could  help  people  the 
most  and  win  the  most 
votes."  says  an  Insider  on 
the  area’s  disaster  commit- 
tee. An  aid  worker  says:  “It 
was  total  disorder.'*  Mr  Ale- 
wAn  then  angered  city  hall 
authorities  by  putting  the 
city's  bishop  in  charge  of 
load  relief  operation  in  place 
of  Rigoberto  Sampson, 
LeOn's  FSLN  mayor. 

Mr  Sampson  says  the  ten- 
sions caused  by  such  inci- 
dents risk  prejudicing  recon- 
struction. There  has  to  be  a 
real  unity  between  authori- 
ties, but  now  there  is  a 
resentment  on  the  part  of 
local  authorities  because 
they  were  overruled  by  cen- 
tral government.  It  makes 
our  task  of  reconstruction 
more  difficult,  because  our 
relations  are  not  good  with 
the  local  delegates,"  he  says. 

At  the  church  offices 
across  Leon’s  central  square 
from  the  city  hall.  Father 
Donald  Garcia,  the  bishop's 
assistant,  says  the  church 


received  stories  of  aid  going 
first  to  Sandinista  support- 
ers - accusations  rejected  by 
Mr  Sampson. 

Observers  say  disagree- 
ments were  inevitable  In  the 
immediate  aftermath  of  the 
storm.  The  north,  which  suf- 
fered most  damage  and 
where  most  of  the  3.000 
deaths  occurred,  is  a San- 
dinista stronghold. 

David  Robleto,  the  secre- 
tary for  International 
co-operation,  says:  “It  is  logi- 
cal that  reconstruction  is 
going  to  be  easier  in  any 
country  where  society  is 
united.  Multilateral  and 


bilateral  donors  are  going  to 
be  more  satisfied." 

Michel  Camdessus,  Inter- 
national Monetary  Fund 
managing  director,  issued  a 
warning  in  Managua  after 
Mitch.  T talk  as  a friend 
who  looks  at  this  country 
from  abroad."  he  said.  Tf  a 
lot  of  time  is  spent  in  purely 
political  quarrels  it  gives  the 
impression  that  there  are 
political  forces  using  such 
difficult  circumstances  to 
put  obstacles  in  the  way  of 
the  government" 

The  head  of  another  large 
aid  agency  says  1999  - a 
year  free  from  political  con- 


tests - will  be  a key  test  of 
the  country’s  ability  to  work 
as  one.  “The  pieces  are 
there,  it  is  just  a case  of  put- 
ting them  together."  he  says. 

But  in  Ledn,  a European 
aid  worker  with  wide  experi- 
ence of  Nicaragua  says:  “It  is 
political  acrobatics  trying  to 
keep  everyone  happy.”  He  is 
not  convinced  that  the  call 
to  unity  will  be  heeded. 
“Now  there  will  be  so  much 
aid  coming  in,  they  can 
allow  themselves  the  luxury 
of  fighting.  If  there  was  not 
so  much  money,  perhaps 
they  would  need  to  look  for 
compromises,”  he  says. 


US  MANUFACTURING 


Global  turmoil  hits  trade 

US  manufacturing  activity  slowed  last  month  as  trade  con- 
tinued to  feel  the  pinch  of  global  economic  turmoil, 
according  to  an  influential  survey  of  foe  nation’s  purchas- 
ing executives  published  yesterday. 

The  National  Association  of  Purchasing  Management 
said  its  main  index  of  industrial  activity  fell  to  45.1  per  cent 
in  December  from  45.8  per  cent  in  November.  It  was  the 
seventh  consecutive  month  in  which  foe  index  has  been 
below  foe  50  per  cent  mark,  a level  which  indicates  foe 
manufacturing  sector  is  contracting. 

“The  overall  picture  as  we  ciosefd]  1 998  is  one  of  faster 
decline  in  manufacturing  activity,"  said  Norbert  Ora,  the  m 
chair  of  NAPM's  business  survey  committee.  "New  orders  ^ 
continue  weak  as  we  proceed  into  1999  and  prompt  con- 
cerns about  the  manufacturing  sector,"  he  added. 

NAPM  said  the  steel  industry  suffered  especially  last 
month,  as  a flood  of  cheap  imports  swamped  domestic 
manufacturers.  Gerard  Baker,  Washington' 


ARGENTINE  ECONOMY 


Business  upbeat  on  prospects 

The  directors  of  Argentina's  biggest  companies  are  rela- 
tively upbeat  about  prospects  for  foe  economy  this  year, 
despite  foe  sharp  slowdown  in  growth  seen  in  the  second 
half  of  1998,  according  to  a new  survey. 

A poll  of  211  businesses  by  Price  Waterhouse- Argentina, 
a member  firm  of  PwC,  found  77  per  cent  “moderately 
optimistic"  about  the  economy,  with  2 per  cent  "strongly 
optimistic"  and  21  per  cent  “moderately  pessimistic”. 

The  companies  polled,  which  notched  up  1998  sales  of 
over  $95bn,  believed  the  economy  would  continue  to  grow 
this  year,  but  at  a rate  "below  4 per  cent".  The  economy 
grew  an  estimated  4.8  per  cent  in  1998,  and  8.6  per  cent  fW 
in  1997.  Private  sector  analysts  forecast  growth  could  stow  ft 
to  2 per  cent  or  less  this  year.  Ken  Warn,  Buenos  Aires  * 
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Iraq  bans 
food  imports 
from  ‘hostile 
countries’ 


WORLD  TRADE 


By  Roula  KhaiaMn  Baghdad 

Iraq  is  imposing  trade 
sanctions  on  countries  it 
considers  “hostile"  and  is 
barring  purchases  of  food 
and  medicine  from  the  US. 
Britain,  Japan  and  Switzer- 
land. 

While  the  first  two  are 
obvions  targets,  having 
staged  four  days  of  air 
strikes  against  Iraq  two 
weeks  ago,  Japan  is 
by  Baghdad  of  always  siding 
with  the  US  on  Iraqi  policy. 
Iraq's  problem,  with  Switzer- 
land is  more  of  a mystery, 
but  diplomats  in  Baghdad 
say  ft  may  be  linked  to  a row 
over  frozen  Iraqi  assets. 

The  oil-for-food  deal,  under 
which  Iraq  can  sell  limited 
quantities  of  oil  to  buy 
humanitarian  goods,  is  often 
used  by  Baghdad  as  political 
leverage.  The  Iraqi  govern- 
ment Issues  a list  of  priority 
countries  for  every  six- 
month  phase  of  the  deal,  in 
the  last  Six  months  of  1938. 
Iraq  sold  $3bn  worth  of  oil, 
of  which  $2_Ibn  was  used  to 


buy  food  and  medicine. 

Economic  considerations 
are  taken  into  account  when 
making  purchase  agree- 
ments, and  they  often  pre- 
vail. But  many  companies 

are  also  given  contracts  as  a 

reward  for  their  govern- 
ment’s stance  on  Iraq,  or  in 
the  hope  that  they  will  affect 
policies  towards  the  eight- 
year  UN  sanctions.  At  times, 
immediate  political  concerns 
coupled  with  attractive 
prices  can  allow  companies 
from  a country  low  on 
the  priority  ranking  to 
win  more  contracts  than 
another  country  topping  the 
list 

Until  recently,  Iraq  has 
attempted  to  maintain  con- 
tact with  American  compa- 
nies. It  is  believed,  for  exam- 
ple, stm  to  be  sailing  ou  to 
US  companies  - often 
through  brokers.  Moreover, 
much  Of  the  oQ  sold  to  Rus- 
sian companies  ironically 
also  ends  up  on  the  Ameri- 
can market.  In  the  first  four 
phases  of  the  oil-for-food 
deal,  lasting  until  last 


W Indies 
backing 
EU  on 
bananas 

1 

| By  Canute  James  in  Kingston 


Monthly  rations  bang  handed  out  in  Baghdad  last  year.  Iraq  wffl  refuse  to  buy  food  from  the  US,  UK,  Japan  and  Switaartand 


month,  Iraq  also  purchased 
S2ilm  of  goods  from  the  US. 
according  to  United  Nations 
figures. 

US  companies,  however, 
have  little  influence  on  US 
policy  towards  Iraq.  Accord- 
ing to  diplomatic  sources, 
the  government  has  moved 
to  ban  purchases  of  goods 
from  US  companies  in  the 
fifth  phase  of  the  oil-for-food 
programme  which  began 
this  month.  The  priority  list 
issued  for  the  fifth  phase 
shows  that  Russia,  Iraq’s 
strongest  supporter  on  the 
UN  Security  Council,  contin- 
ues to  dominate  in  first 
place,  followed  by  China. 


then  Prance.  This  has  been 
the  case  since  the  beginning 
of  the  programme.  In  prac- 
tice. however.  France  has 
been  able  to  sell  much  more 
to  Iraq  than  China,  and 
French  companies  are  said 
to  be  the  most  aggressive  on 
the  Iraqi  market. 

Vietnam,  an  old  friend  of 
Iraq,  has  now  moved  to 
fourth  place.  It  is  believed  to 
be  one  of  several  countries 
which  have  been  willing  to 
sell  to  Iraq  on  credit,  with 
promise  erf  repayment  after 
the  sanctions  are  lifted. 

Six  Arab  states  are  among 
the  top  12  countries  from 
which  ministries  are  encour- 


aged to  buy  goods,  in  a clear 
indication  of  Iraq’s  attempt 
to  break  its  isolation  in  the 
Arab  world.  Iraq's  closest 
Arab  friend  according  to  tbe 
list  is  Algeria.  It  is  followed 
by  Tunisia,  Morocco  and  the 
United  Arab  Emirates.  All 
four  countries  have  spoken 
out  against  tbe  effects  of  UN 
sanctions. 

But  even  Arab  countries 
where  governments  are 
unsympathetic  to  Iraq  - and 
which  do  not  usually  feature 
prominently  on  the  priority 
list  - have  in  previous 
phases  managed  to  gain  a 
significant  share  or  the  mar- 
ket. In  the  last  phase  of  tbe 


oil-for-food  deal.  for 
example,  Egypt  and  Saudi 
Arabia  were  among  the 
biggest  winners  of  Iraqi 
contracts. 

Promoting  trade  relations 
with  Egypt  and  Saudi 
Arabia,  however,  does  not 
appear  to  be  paying  off. 
Egyptian  President  Hosm 
Mubarak  last  week  viru- 
lently attacked  the  Iraqi 
leadership,  holding  it  respon- 
sible for  the  suffering  of  the 
Iraqi  people.  Baghdad  has 
also  accused  Saudi  Arabia  of 
engineering  tbe  postpone- 
ment of  an  Arab  League  for- 
eign ministerial  meeting  to 
discuss  Iraq. 


Australia  in  search  of  new  export  markets 


By  Gwen  Robinson  in  Sydney 

Australia  will  shortly  open 
trade  offices  in  South  Amer- 
ica and  Eastern  Europe  as 
part  of  a campaign  to 
develop  new  export  markets 
and  reduce  Australia’s  reli- 
ance on  Asia. 

Small  exporters  would  also 
be  encouraged  to  apply  for 
export  development  grants 
to  enter  new  markets.  The 
move  reflects  Canberra’s 
concern  about  Asia's  eco- 
nomic prospects  and  grow- 
ing doubts  about  earlier  offi- 
cial forecasts  for  regional 
recovery  • within  two 
years. 


Australian  exports  held  up 
remarkably  well  in  the  fa«» 
of  Asian  economic  turmoil 
according  to  figures  pub- 
lished last  week,  which 
showed  an  8 per  cent 
Increase  in  total  export 
value  to  ASll4bn  (USJTlbn) 
in  the  year  to  June.  Their 
resilience,  however,  was 
mainly  doe  to  the  speed  and 
success  of  Australian  export- 
ers in  diverting  exports 
away  from  Asian  markets  to 
regions  including  the  US, 
Middle  East  and  Europe. 
Since  1996.  Australian 
exporters  have  reduced  their 
dependence  on  Asian  mar- 
kets to  account  for  abont 


half  of  total  exports,  down 
from  nearly  two-thirds. 

But  growing  official  pessi- 
mism about  short-term 
recovery  in  Asian  markets 
and  the  outlook  for  commod- 
ities prices  has  lent  a sense 
of  urgency  to  the  govern- 
ment’s push  to  help  diversity 
Australian  export  markets. 

In  commodities,  which 
make  up  nearly  two-thirds  of 
Australia’s  exports,  many 
large  exporters  maintained 
high  export  levels  to  Aria  in 
1998  on  forward  contracts, 
commodities  analysts  said. 
However,  annual  contracts 
for  the  country’s  largest 
commodities  exports,  coal 


and  iron  ore,  to  key  markets 
including  Japan  have  now 
been  sharply  reduced  for 
1999. 

Tim  Fischer,  Australian 
deputy  prime  minister  and 
trade  minister,  said  this 
week  five  Asian  countries 
which  in  1996  were  among 
Australia's  fastest  growing  - 
South  Korea,  Thailand.  Mal- 
aysia, the  Philippines  and 
Indonesia  - remained  in  a 
slump.  “They  are  softening 
and  so  is  Japan,  and  that  is 
causing  us  headaches." 

Under  the  campaign,  to  be 
launched  this  mouth,  new 
offices  will  be  opened  In 
countries  including  Peru  and 


Romania,  while  staff  at  exist- 
ing offices  in  target  markets 
will  be  increased.  In  Buenos 
Aires,  a commercial  bub  for 
South  America,  staff  would 
double,  Mr  Fischer  said. 

On  multilateral  trade 
negotiations.  Mr  Fischer  said 
the  government  would  place 
new  emphasis  on  bilateral 
negotiating  channels.  “We 
have  been  burned  too  often 
and  exposed  too  often  by  the 
outcomes  of  the  Uruguay 
(trade)  round,  including  the 
rice  tariffs  imposed  by 
Japan,"  he  said. 

Australia's  push  into 
South  America  was 
reinforced  yesterday  by  Bra- 


zil’s decision  to  allow  Aus- 
tralian wheat  imports,  previ- 
ously barred  on  concerns 
about  grain  pests  and  other 
diseases. 

The  Australian  agriculture 
minister.  Mark  Vaile.  said 
the  move  was  a break- 
through as  Brazil  was  one  of 
the  world's  largest  wheat 
importers,  averaging  about 
5.5m  tonnes  annually  in  the 
past  five  years.  The 
announcement  on  market 
access  for  Australian  wheat 
followed  extensive  negotia- 
tions by  Australian  quaran- 
tine and  foreign  affairs  offi- 
cials with  Brazilian 
counterparts. 


I Caribbean  banana  exporters 
have  reiterated  their  dismay 
at  a US  decision  to  impose 
punitive  Julies  on  imports 
from  the  European  Union  in 
the  dispute  over  the  EU's 
banana  import  regime. 

Exporters  fear  tbe  El' 
could  yield  to  US  pressure 
and  make  changes  that  wall 

deprive-  Caribbean  producers 

of  thejr  preferential  market. 
Some  countries  have  even 
suggested  that  the  Carib- 
bean retaliate  by  not  renew- 
ing pacts  with  the  US  to 
fight  drug  trafficking  in  the 
region. 

The  US  is  demanding  more 
nulicd  changes  tu  the  Eli's 
banana  import  regime  ihan 
those  which  came  into  effect 
on  January  1.  The  US  has 
complained  that  the  EU 
arrangement,  which  favours 
former  colonies,  mainly 
those  in  the  Caribbean,  vio- 
lates the  rules  of  fair  trade. 
Cari  bbe  a □ producers 
account  for  .1  per  cent  nf 
1 world  banana  exports  anil  Lit 
per  cent  of  EU  imports.  But 
1 the  fruit  from  the  islands  is 
j more  expensive  to  produce 
than  that  from  Latin  Amer- 
ica. and  cannot  compete  In 
an  open  market. 

“The  Windward  Islands 
strongly  support  the  view 
that  the  panics  should  con- 
duct this  debate  over  banana 
trade  within  the  World 
Trade  Organisation  and  in 
accordance  with  its  rules 
and  procedures,"  the  Carib- 
bean governments  stated. 
“The  EU  has  adopted  a ! 
revised  regime,  to  operate 
from  January  I,  1999,  in 
order  to  comply  with  the 
WTO  ruling  on  the  current 
regime.  This  amended  1 
regime  will  entail  the  lass  to 
the  Windward  Islands  of 
important  benefits  hitherto 
provided  by  the  EU."  How- 
ever. tbe  governments 
accepted  the  changes,  they 
said,  because  they  enabled 
the  EU  to  meet  its  obliga- 
tions to  the  WTO  while  still 
fulfilling  its  commitment  to 
its  traditional  suppliers. 


Demand 
for  liner 
helipads 
dropped 

By  Chafes  Batchelor, 

Transport  CotTospondant 

Plans  to  require  all  new 
cruise  liners  to  be  equipped 
with  helicopter  landing 
decks  for  use  in  emergencies 
have  been  dropped  by  the 
International  Maritime 
Organisation,  the  United 
Nations'  shipping  agency. 

The  proposals  were  made 
after  the  sinking  of  the  roll- 
on-Toll -off  fro-ro)  ferry 
Estonia  in  the  Baltic  in  Sep- 
timber  1994  in  which  marc 
than  350  people  were  killed. 

Rut  now  the  IMO  has 
found  that  its  hastily  rushed- 
out  proposals,  intended  to 
cover  ro-m  ferries  as  well  as 
cruise  liners  cannot  easily  he 
applied  tu  cruise  ships. 

“Normally  we  introduce 
safety  measures  in  response 
to  a disaster  hut  we  thought 
by  including  cruise  ships  in 
the  regulations  we  were 
being  pro-active."  IMO  said. 

A helipad  on  hoard  a ship 
would  allow  passengers  tu  be 
rescued  from  the  ship  itself 
while  also  providing  a land- 
ing point  for  helicopters 
involved  in  search  and  res- 
cue operations  for  other 
nt-arhy  vessels.  Together 
with  refuelling  facilities,  it 
would  mean  helicopters 
could  uperate  for  longer  peri- 
ods. 

However,  the  IMO's  safety 
experts  found  that  installing 
u helicopter  deck  on  a cruise 
ship  would  require  strength- 
ening the  superstructure. 
The  average  rest  of  install- 
ing a pad  would  have  been 
SI  .6m.  This  figure  took  no 
account  of  the  revenue  lost 
because  the  helipad  took  up 
space  which  might  otherwise 
be  used  for  cabins.  The  aver- 
age cost  of  installing  a heli- 
pad would  have  been  S37m 
for  each  life  saved,  far  more 
Ihan  the  $3m  figure  typically 
applied  in  the  transport 
industry. 

The  safety  experts  also 
took  into  account  that 
unlike  ro-ro  ferries  which 
crass  short  stretches  of  sea, 
cruise  liners  spend  a lot  of 
time  in  mid-ocean  out  of 
range  of  helicopters. 
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Growing  growth  goes  on... 


Best  DAX  share  in  '98:  Mannesmann 


The  honour  of  DAX  Share  of  the  year 
1998  goes  to  Mannesmann.  Its  rise  in 
value  has  exceeded  that  of  all  the 
other  shares  in  the  DAX  30  - the 
German  Stock  Index. 

In  the  Euro  Stoxx  50  Index,  the 
Mannesmann  share  took  3rd  place. 


Among  Europe's  major  telecommuni- . 
cations  providers,  Mannesmann  earned, 
the  Best  Performance  accolade. 

So  what  happened  in  1998?  . 
Mannesmann  Telecommunications 
was  able  to  lengthen  its  stride  in  the 
pursuit  of  growth.  Meanwhile 


Mannesmann  Automotive  and  Mannes- 
mann Engineering  both  implemented 
significant  improvements  to  their 
product  portfolio,  with  a considerable 
upturn  in  results  reflecting  the  changes. 
. Mannesmann .- 
working  for  your  future 


Now  we  are  working  for  further 
growth  in  1999. 


Mannesmann  AG 
http://www.mannesmann.com 


■ $ 


mannesmann 


6 


FINANCIAL TIMES  TUESDAY  JANUARY  5 1999 


INTERNATIONAL  •.  , , ; 

FOOTBALL  FIFA  CHIEFS  PLAN  FOR  BIENNIAL  TOURNAMENT  TO  .COUNTER  THREAT  OF  EUROPEAN  SlffERLEA6UE»|BOTH  ^PPORTCfiS^  OPPONEfes 


World  Cup  proposal  receives 


By  Patrick  Hansrsou  ~ra  London 

A proposal  from  Sepp 
Blatter,  the  president  of  foot- 
ball's world  governing  body, 
to  hold  the  World  Cup  every 
two  years  ima^nii  of  every 
four  was  greeted  with  aston- 
ishment yesterday. 

The  idea  of  the  chief  of  the 
International  Association 
Football  Federation  (Flfa) 
generated  outright  opposi- 
tion and  tentative  interest  in 
almost  equal  measure.  If 
adapted,  it  would  lead  to  one 
of  the  biggest  changes  in  the 
history  of  world  football. 


Uefa,  which  is  responsible 
for  the  sport  in  Europe, 
denounced  the  proposal  as 
“unacceptable”,  primarily 
because  the  plan  would  seri- 
ously disrupt  the  European 
Championships,  currently 
held  every  four  years. 

A spokesman  for  the 
Dutch  football  association 
said  he  feared  holding  the 
World  Cup  every  two  years 
would  place  an  excessive 
physical  demand  on  top 
players,  while  Sir  Bobby 
Charlton,  England's  former 
international  star  and  leader 
of  the  campaign  to  the  bring 


Fading  banner  of 
Afrikaner 
nationalism  looks 
for  new  colours 

Rebranding  the  party  that  invented 
apartheid  is  no  mean  task. 

Victor  Mallet  reports  on  the  attempt  to 
save  South  Africa’s  Nats  from  oblivion 


For  those  with  long  mem- 
ories, there  is  something 
bizarre  about  the  leader 
of  South  Africa's  National 
party  calling  for  ‘inclusive" 
government,  democracy  and 
multiracialism.  This  was, 
after  all,  the  party  of  Hen- 
drik Verwoerd  and  white 
supremacy:  it  was  the  NP 
that  reinforced  and  codified 
racial  separation  under  the 
banner  of  apartheid  during 
its  46-year  rule  before  yield- 
ing to  the  black  majority  in 
1994. 

Marthinus  van  Schalkwyk, 
the  young  Afrikaner  who 
took  over  from  former  Presi- 
dent F.W.  de  Klerk  as  party 
leader  a year  ago.  is  grap- 
pling with  the  nearly  impos- 
sible task  of  saving  the  NP 
from  extinction  and  giving  it 
a role  to  play  in  the  new 
South  Africa.  ‘'When  I took 
over  from  FW."  he  admits.  “I 
knew  this  was  not  going  to 
be  easy.” 


The  NFs  problem  is  that  it 
is  despised  by  two  important 
groups  of  voters.  Many  right- 
wing  whites  feel  that  the  NP 
betrayed  them  by  handing 
over  power  to  the  African 
National  Congress. 

And  millions  of  black 
South  Africans  identify  the 
party  with  the  sufferings 
they  endured  under  apart- 
heid, from  police  brutality 
and  poor  education  to  forced 
relocations  from  their  homes 
into  remote  rural  areas.  As 
one  contributor  to  an  inter- 
net forum  put  it.  the  NP  in 
today’s  South  Africa  is  about 
as  credible  as  a “Gestapo 
party  in  Israel". 

This  exaggeration  seemed 
less  extreme  with  every 
revelation  of  the  activ- 
ities of  the  apartheid 
state  - including  assass- 
inations. torture  and  a chem- 
ical weapons  programme  - 
. that  emerged  from  the 
hearings  of  the  Truth  and 


the  2008  tournament  to 
England,  also  came  out 
strongly  against  tha  tifcn- 

However,  his  great  Ger- 
man opponent  firm  the  1966 
World  Cup,  Franz  Becken- 
bauer, .welcomed  the  pro- 
posal. “I  think  it’s  a good 
idea.  Now  we  have  to  see  If 
it  canbedone  and  how,” 
said  &e  former  captain  and 
coach  of  Germany. 

His  support  was  echoed  by 
Ditto  Zo£L  coach  df  the  Ital- 
ian national  team,  who  said 
space  could  be  found  in  rite 
crowded  football  calendar. 

Under  Mr  Blatter’s  pro- 


Rppnnr|ltetiffii  QjmMflB 

The  NP  won  20  per  cent  of 
the  vote  in  the  country’s 
first  all-race  election  in  1994, 
which  gave  them  82  of  the 
400  seats  in  parfinmgnt  and 
it  is  still  the  official  opposi- 
tion to  the  ruling  ANC.  But 
that  presence  is  out  of  all 
proportion  to  its  political 
weight  today. 

hi  the  latest  opinion  poll, 
support  for  the  NP  dropped 
to  9 per  cent  With  a mere 
seven  parliamentary  seats, 
the  liberal  Democratic  party 
(DP)  has  proved  more  effec- 
tive at  articulating  white 
resentment  of  crime,  corrup- 
tion and  incompetence  under 
the  ANC-led  government 

Recent  local  election 
results  have  mostly  been  cat- 
astrophic for  the  NP  - in  the 
conservative  white  town  of 
Rosettenville  south  of  Johan- 
nesburg the  DP  won  nearly 
90  per  cent  of  the  vote  in 
what  was  regarded  by  the 
NP  as  one  of  its  safest 
strongholds  — anil  party  offi- 
cials have  defected  to  rival 
organisations  such  as  the 
DP,  the  ANC  and  the  year- 
old  United  Democratic  Move- 
ment (UDM). 

Not  all  the  news  is  bad  for 
the  NP,  which  has  itself 
gained  a few  defectors  from 
other  parties  as  politicians 
manoeuvre  themselves  into 
position  ahead  of  this  year's 
general  election.  But  Mr  van 
Schalkwyk  Is  struggling  to 
hold  the  NP  together  and 
brand  it  as  a centre-right 
party  with  multiracial  sup- 
port. In  September  he  re- 
launched It  as  the  “New 
National  Party”,  complete 
with  a new  logo  of  a rising 


posal,  which  win  be  consid-. 
Bred  hyiptfe’s  ell-powerful 
executive  committee  at  its 
pAf meeting  in  MqrrTij  the 
continental  championships 
in  Europe,  South  America' 
sad  elsewhere  would  be- 
played -in  every  "off”  year 
and  .would  act  as  qualifying 
competitions,^  the  fallow- 
ing year's World  Cup. 

- Hr.  Blatter,  who  was 
.elected  president  last  .sum- 
mer, sees  the  new  format  as 
a way  to  counterbalance  the 
growing  power  of  Europe’s 
top  dtaba.  He  Is  worried  they 
will  try  to  establish'  a Euro 


sun,  »ma  went  on  the  offen- 
sive over  tire  three  issues 
likely  to  appeal  to  voters: 
crime,  unemployment  and 
education. 

Tapping  into  the  wide- 
spread fHognrhantmpnt  with 
the  ANC's  performance,  the 
NP  accused  it  of  “creeping 
dictatorship”  and  of  being 
“authoritarian,  corrupt  and 
inept”.  Hr  van  Schalkwyk 
says  he  can  now  comfortably 
address  meetings  in  black 
communities  where  Mr  de 
Klerk  was  driven  out  by 
angry  demonstrators  in  1994. 
The  NP,  he  says,  can  attract 

The  message  Is: 

‘If  you  want  a 
party  which  - 
knows  how  to 
govern,  vote  for 
the  National  party1 


the  support  of  teachers  and 
nurses,  “the  kind  of  middle 
class  black  voter  who  wants 
delivery,  order,  discipline”. 
The  message  is:  “ff  you  want 
a party  which  knows  howto 
govern,  vote  for  the  National 
party.” 

• The  NP’s  fate  depends 
largely  on  whether  the  “col- 
oureds” of  the'  Cape  - the 
mainly  Afrikaans-speaking 
racial  group  with  a mixture 
of  Malay,  white  «nH  indige- 
nous origin  - win  be  con- 
vinced by  the  NP’s-  new- 
found mnltiradallsm  and 
vote  for  it  out  of  fear  of 


pean  super  league:  that 
would  challenge  the  author- 
ity of  the  national  teams  by 
refusing  tortgease  their  top 
players  Cor  r international 
tournaments. 

The  motiyte  behind  the  Mr 
Blatteris  plan1  are  steeped  in: 
the  high  politics  of  world 
football  For  example, 'turn- 
ing every  continental  cham- 
pionship into  a qualifying 
competition  for  the  World 
Cup  would  emphasise  the 
authority  of.  Uefa  over  the 
continental  confederations 
and  national  associations. 

Commercial  factors  are 
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black  domination  as  they  did 
in  1991  It  was  their  support 
which  installed  the  NP  as 
the  provincial  government 
in  the  Western  Cape.  Bat 
opinion  polls  show  the  ANC 
and  the  NP  are  - neck  and 
neck  in  the  province. 

Rival  parties  are  already 
waiting  to  feast  on  the  .par- 
ty’s corpse.  When  Sam  de 
Beer,  NP  leader  in  Gauteng 
province,  defected  to  the 
UDM  in  August,  the  ANC 
said  his  departure  merely 
confirmed  the . NP’S 
“reserved  place  on  the  rub- 
bish dump  of  history”.  More 
recently,  Ryan  Coetzee  of 
the.  DP  mocked  the  NP’s 
relaunch.  “The  NP  is  in  ter- 
minal decline.”  he  "No 
lacklustre  effort  to  reinvigo-. 
rate  the  party  with  a hew 
logo  and  policy  package  is 
going  to  change  that  fact” 

Mr  van  Schalkwyk  him- 
self, a chubby,  . bespectacled 
38-year-old  who  appears 
decent  but  larinng  in  cha- 
risma, bag  been  blamed  for 
failing  to  halt  the  NP’s 
decline.  The  most  tefflng  jibe 
came  from  Willie  Breyten- 
bach,  a professor  at  Stellen- 
bosch University,  who  said 
he  came  across  as  a tort- 
brvek  - a boy  in  short  trou- 
sers. 

But  a bigger  problem  le- 
thal the  NP  -.founded  in 
1914.  two  years  after  the 
ANC  - has  lost  its  raison 
d'etre  as  the  ruthless  pro- 
mote* of  Afrikaner  national- 
ism. The  new  South  Africa 
has  its  faults,  but  their  ori- 
gins often  lie  fn  the  era  of 
NP  rule:  few  South  Africans 
believe  that  the  party  of 
apartheid  has  the  answers. 


■yfe>g-c5S 


HEW  NATIONAL  PART 


Left:  logo  of  the  relaunched 
‘new1  National  party 
Above;  Marthbias van  ‘ . . 
SchaBcwyk,  its  kmder,  who 
nays  ha  can  attract  support  . 
from  *8*0  Mnd  of  ndddSe - 
class  black  voter  who  wants 
delivery,  order,  dbcjpBne’  - 


gears  up 

for  May 

elections 

ByJW  Jftacttsfa  Jerusalem 


Israel's  Knesset  (parliament) 
last  night  cbnqflefed  its  dis- 
solution and.  approved  the 

final,  readings  ol  a ten  to  set 

elections  for  .May  17,  more 
than  a year  ahead  of  sched- 
ule, bya.vote  of-S5  to  27. 

The . Knesset  recently 
voted  overwhelmingly  to- 
hold  early  elections  after 
Benjamin  Netanyahu, . the 
prime  minister, -failed  to 
secure  support  for  freezing 
implementation  of  the  Wye 
River -accords- signed  with 
the  Palestinians  in  Washing- 
ton in  October. 

According  to  the  elections 
tell,  a run-off -vote  will  be 
held  on  June  1 If  no  candi- 
date- secures  more  than.  SQ 
percentoT  the- vote. 

Since  .the  move  towards 
elections,  Israel’s  political 
map  has  been  rapkfiy  chang- 
ing. Amnon . Ijpkm-Shahak, 
farmer  army  chief  of  staff,  is 
expected  formally  to  launch 
-Ms  campaign  for  the  pre- 
miership as  head  of  a new 
centrist  party  this  week.  Mr 
ShoTiak  has  yet  to  present 
his  views,' but  recent  polls 
show  hfr  could  get  20  per 
cent  of  the  vote  in  the  first 
round  and  would  beat.  Mr 
Netanyahu  by  .54  per  cent  to 
3S  per  cent  in  a run-off.  - 

Several  senior  members  of 
Mr  Netanyahu’s  Likud  'party 
have  already,  defected.  while 
others  are  stOl  undecided. 

Meanwhile;  the  Knesset 
was  also  preparing  to  vote 
on  the  first' of  three  readings 
of  a MB  that  could  compli- 
cate any  attempt  to  restart 
peace  negotiations . with 
Syria, ^ -'which- have  been  fro- 
zen for  20  months. 

. According  to  the  law.  any 
transfer,  of  land  from  the 
Israeli-occupied  Golan 
Heights  jback  to  Syria  would 
require  a majority  of  61  in 
the  l204eat  Knesset,  as  well 
as  a referendum. ' 

Hafez ' al- Assad,  Syrian 
president,  wants  negotia- 
tions to  begin  where  the  pre- 
vious' Labour-led.  govern- 
ment’■ left  .off,  with  a 
conditional  proposal  for  fill! 
withdrawal  from  the  Golan.  ; 
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Service  is  being  there  when  you  re  needed. 
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A New  Perspective. 


! i > mi  r ; / 1 ■■ ; t ‘ untie  r'.iundinq 
-,i , that  do  ,.r  \haii  C\iit  end 

' a'niUna  than  '.'.  /i-n  '.v.'-t’rt 

r. r.  >nt  :l:nn  ; simple 

tusk  -\l  o filer  it  ■>  me  result 
ot  a length,  and  dedicated 
process  But  it  tilyvnv;  banns 
i i ' ihc  right  perspective. 
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Pakistan  newspaper  group  delays  wages! Death  °f  the 


By  Farhan  Botoart  la  tehnaWait 

Payment  of  salaries  to  the 
3,000  employees  of  the  Jar® 
newspaper  group,  Pakistan's 
largest,  has  been  delayed,  in 
a sign  of  the  group's  growing 
financial  problems. 

The  group,  which  says  its 
newspapers  have  a combined 
circulation  of  about  l.7m  a 
day,  or  half  of  Pakistan’s 
total  newspaper  sales,  has 
faced  months  of  official 
investigations  into  alleged 
tax  evasion. 

Tax  authorities  have  fro- 
zen seven  of  Its  bank 
accounts  in  Pakistan  used 
for  operational  expenditures. 
The  group's  newsprint  stores 
have  also  been  raided  by  offi- 
cials probing  its  records.  The 
pressure  has  forced  the 
group  to  cut  the  number  of 
pages  in  its  newspapers. 

The  group  says  it  has  been 


served  with  a Rs2bn 
(USS4imj  tax  bill  because  of 
alleged  evasion  of  taxes  and 
overstatement  of  circulation 
figures. 

Journalists  and  human 
rights  activists  say  the  offi- 
cial investigation  is  an 
attempt  to  force  the  group  to 
sack  some  of  the  journalists 
who  write  for  the  Jang,  the 
largest  circulation  Urdu 
newspaper,  and  The  News, 
its  sister  English  language 
publication. 

The  government  says, 
however,  that  the  case' is 
purely  a tax  Issue,  and 
denies  its  action  is  an  attack 
on  the  free  press  or  indepen- 
dent journalists. 

A senior  executive  of  the 
group  said  yesterday;  "Our 
problem  is  that  our  accounts 
are  frozen,  and  for  the  first 
time  we  are  not  in  a position 
to  pay  our  salaries". 


Reprisal  fears  as  attack  leaves  16  worshippers  dead 


At  teast  16  Shia  Moslem 
worshippers  were  kitted 
and  25  wounded  yesterday 
in  Pakistan's  Punjab 
province,  in  one  of  the 
country's  worst  mordents 
of  sectarian  violence, 
writes  Farhan  Bokhan. 

Worshippers  were 
sprayed  with  bullets  in  a 
predawn  attack  at  Shah 
Jamal,  about  350  mites 
south-west  of  Islamabad. 
The  killings  triggered 

fears  of  reprisals  from 

militants  in  the  Shia 

community.  Although  no 


one  claimed  responsibility, 
police  were  last  night 
Investigating  Units  to  the 
“sipah- i-sahaba  “ , a militant 
Sunni  Modem  group 
opposed  to  Shias. 

The  attack  came  just  a 
day  after  four  people  died 
in  a bomb  West  near 
Lahore,  apparently  aimed 
at  Nawaz  Sharif,  the  prime 
ministar. 

Groups  such  as  the 
slpah-1-sohaba  flourished 
during  western-backed 
opposition  to  the  Soviet 
occupation  of 


neighbouring  Afghanistan 
in  1979.  At  one  time  they 
were  armed  and  funded  by 
western  inteffigence 
agencies.  But  after 
Moscow's  withdrawal  from 
Afghanistan  in  1989  foreign 
funding  dried  up,  leaving 
many  groups  to  seek  help 
at  home  and  in  the  Middle 
East. 

The  stpah-i-sahaba’s 
activities  have  led  to 
tensions  in  Pakistan's 
rotations  with  neighbouring 
Iran,  which  has  a Shia 
majority. 


Businessmen  In  the  adver- 
tising industry  said  the 
group  had  quietly 
approached  businesses  and 
banks  to  seek  short-term 


loans  to  pay  its  salaries, 
though  there  has  been  no 
confirmation  of  this  from 
Jang.  They  also  said  the 
group  had  received  more 


than  100  tax  notices  in  the 

past  few  months. 

Males  ha  Lodhl,  editor  of 
The  News,  said:  “The  official 
objective  is  to  muzzle  the 


press.  The  law  has  been 
applied  selectively  to  us." 

independent  analysts  said 
the  case  was  a selective 
application  of  Pakistan's  tax 
laws,  notoriously  weak. 

For  years,  newspapers 
have  been  suspected  of 
understating  circulation  fig- 
ures to  evade  taxes, 
although  there  have  been 
few  cases  of  one  newspaper 
being  singled  out  in  an  offi- 
cial probe. 

Human  rights  activists  say 
the  outcome  of  the  case 
could  have  long  term  reper- 
cussions for  Pakistan's  free 
press,  which  has  thrived  in 
the  past  10  years  of  demo- 
cratic rule. 

An  escalation  of  the  row. 

possibly  leading  to  a tempo 
rary  suspension  of  publica- 
tion. would  be  seen  as  a set- 
back for  the  independence  of 
the  press. 


salesman  spells 
boost  for  Japan 


Reuters 


Two  men  search  the  debris  of  a government-run  office  near  Lhoksaunawe  in  the  rebefflous  Aceh  province 

Habibie  plea  for  end  to  violence 


Indonesia's  President  B.J. 
Habibie  yesterday  urged 
Indonesians  to  end  the  vio- 
lence sweeping  the  country 
as  thousands  of  troops 
fanned  out  in  the  rebellious 
province  of  Aceh  after  a 
weekend  of  bloodshed,  Ren- 
ters reports  from  Jakarta. 

Troops  on  Sunday  opened 
fire  on  a mob  of  thousands 
attacking  government  build- 
ings in  an  area  near  the 
industrial  town  of  Lhokseu- 
mawe  in  Aceh,  1,000  miles 
north-west  of  the  capital 
Jakarta  on  the  northern  tip 
of  Sumatra. 

“Nine  civilians  were  shot 


[dead],  23  suffered  heavy 
injuries  and  we  have 
detained  123  people,"  a 
police  chief  said.  “We  fired 
warning  shots  and  then  shot 
at  the  separatists.”  He  said 
local  separatist  groups  had 
tried  to  Incite  the  crowds. 

Mr  Habibie  said  in  a tele- 
vised speech:  “Nowadays,  we 
witness  the  signs  of  a lack  of 
patience  among  some  people 
in  society.  People  are  easily 
moved  to  violations  and 
unrest  All  that  only  harms 
our  own  interests." 

The  official  news  agency 
Antara  reported  yesterday 
that  security  forces  had 


restored  control  in  the  trou- 
bled' province,  especially  on 
the  northern  tip.  It  quoted 
an  armed  forces  spokesman 
as  saying  that  rebels  had 
used  crowds  as  human 
shields  during  the  unrest. 

locals  said  Lhokseumawe 
was  quiet  and  businesses 
and  shops  were  open  as 
usual 

Separatist  movements 
have  been  simmering  for 
years  in  the  resource-rich, 
staunchly  Moslem  province. 
Locals  and  human  rights 
groups  say  a nine-year  army 
crackdown  against  the  reb- 
els resulted  in  widespread 


torture,  rape  and  executions. 
In  August,  the  military  apol- 
ogised for  its  past  abuses  in 
Aceh  and  withdrew  all  com- 
bat troops.  But  violence  has 
persisted. 

Witnesses  said  that  in  the 
weekend's  violence  rebel 
snipers  bad  opened  fire  on 
troops  from  rooftops,  with 
the  protesting  crowds  of 
thousands  stuck  in  the  mid- 
dle. 

Separatist  protests  in 
Indonesia  have  gained 
momentum  since  the  down- 
fall of  former  president 
Suharto  in  May  after  32 
years  of  Iron  rule 


Malaysia’s  grievances  push  their  way 
out  of  the  shadows  and  into  the  open 


Anwar's  eclipse  has  become  a symbol  for 
unprecedented  resentment,  reports  Ted 
Bardacke  In  Arau,  North  Malaysia 


aEnso 


Hajim  Ahmed  has  never 
demonstrated  on  the 
streets  of  Kuala  Lum- 
pur. But  the  frustration  in 
the  soft  voice  of  this  middle- 
aged  -paddy  farmer,  standing 
in  the  lush  fields  of  his  com- 
munity nestling  against  the 
limestone  idiffc  marking  the 
Thai  border,  resonates  as 
loudly  as  the  shouts  for 
political  reform  from  angry 
youngsters  in  the  Malaysian 
capital  that  dominated  the 
end  of  last  year. 

“We  want  things  to  be  fair. 
We  want  people,  ordinary 
people,  to  be  heard,"  Mr 
Hajim  says.  He  complains 
that  in  Umno.  the  country’s 
ruling  party,  “you  can’t 
speak,  only  listen”. 

A lifelong  Umno  voter 
whose  computer  engineering 
son  is  a beneficiary  of  Prime 

Minister  Mahathir  Moham- 
ad’s New  Economic  Policy. 
Mr  Hajim  broke  ranks  with 
the  party  last  year  and  voted 
for  the  Islamic  opposition 
Pas  party  in  a parliamentary 
by-election. 

Many . of  his  neighbours 
did  so  too,  sending  Umno  to 
its  first  defeat  ever  for 
national  office  in  the  state  of 
Perils,  months  before  the 
sacking  of  ex-deputy  prime 
minister  Anwar  Ibrahim 
sent  shock-waves  through 
Umno. 

Yet  Mr  Anwar's  eclipse 
has  become  a symbol  for 
every  Malay  with  a griev- 
ance against  the  government 
- ranging  from  perceived 
abuse  of  power  to  too  much 
tolerance  for  anti-Islamic 
behaviour  - to  identify  with. 
For  a decade  those  griev- 
ances lurked  in  the  shadows 


of  spectacular  economic 
gains:  now  they  are  out  in 
the  open,  at  times  violently. 

“The  events  of  the  past 
few  months  have  opened  up 
room  for  discussion  not  pre- 
viously available.  There  Is 
an  unprecedented  amount  of 
dissent  within  the  Malay 
community."  says  ELS. 
Jomo.  a prominent  political 
economist  “This  offers  the 
potential  for  a sea  change  in 
Malaysian  society." 

. Few  analysts  are  rushing 
to  declare  the  demise  of 
Umno.  For  many  it  is  the 
embodiment  of  Malay  poli- 


worry  about  a Pas  forced  by 
the  present  political 
upheaval  to  broaden  Its 
appeal 

“If  Pas  were  able  to  talk 
about  current  issues  like  the 
economy,  then  Umno  would 
be  in  trouble,”  says  one 
senior  party  ideologue.  So, 
like  the  recently  imposed 
currency  controls  which  give 
the  Malaysian  economy 
some  time  to  reform,  Umno 
too  has  some  time  to  put  its 
house  in  order. 

“We  can't  ignore  the 
voices  of  concern.  We  have 
to  overcome  the  perceptions 
about  our  lacking  credibility, 
that  we  are  no  longer  rele- 
vant, and  the  belief  that  poli- 
tics only  benefits  a small 
group  of  people."  Hishamud-  - 


*We  want  things  to  be  fair.  And  we 
want  people  to  be.  heard.  In  Umno, 
you  don’t  speak  - you  only  listen’ 


tics,  and  many  Malays  fear  a 
rupture  of  Umno  would  jeop- 
ardise the  material  gains 
reaped  from  the  partyjs 
avowedly  racialist  economic 
policies. 

For  the  moment,  the  top 
leadership  is  bound  together 
by  a struggle  to  replace  Mr 
Anwar  as  the  party's  num- 
ber two:  no  cadre  wants  to 
miss  out  on  the  spoils  if 
their  preferred  candidate 
gets  the  job  at  the  party’s 
general  assembly  next  June. 

In  addition.  Pas  is  at  pres- 
ent a poor  alternative.  Never 
having  confronted  the  pros- 
pect of  governing  more  than 
its  northern  stronghold  of 
Eelantan.  it  has  yet  to 
develop  an  agenda  beyond 
enforcing  Islamic  social 
mores.  But  Umno  strategists 


din  Tun  Hussein,  Umno’s 
acting  youth  chief,  whose. 

predecessor  was  arrested 

along  with  Mr  Anwar,  told 
The  Star  newspaper. 

Mr  Hishamuddin  and 
other  Umno  leaders  talk 
about  how  Malaysia  and 
Umno  have  benefited  from 
well  thought  out  plans  and  a 
continual  process  of  reform. 
A nationwide  campaign  has 
been  launched  to  inform 
people  of  the  party’s  deci- 
sions and  intentions,  yet  it  is 
precisely  this  reliance  on 
diktat  that  is  the  subject  of 
complaints. 

Some  district  leaders 
chairing  the  Information 
meetings  are  said  to  have 
been  shouted  down  while 
others  admit  to  having  been 
confronted  with  silence. 


“Pas  people  always  worry 
about  the  village,”  Mr  Hajim 
explains.  “Umno  people  do, 
too,  but  it’s  different.  Pas 
comes  and  works  with  us. 
Umno  comes  and  looks 
around  and  promises  to  fix 
things.  Sometimes  they  fix 
them;  sometimes  not  But 
that’s  not  the  point.  They 
never  ask  us  what  our  prob- 
lems are.  never  ask  us  the 
best  way  to  fix  them,  never 
ask  us  what  we  want" 

-This  perceived  inability  to 
listen,  and  consult  with  ordi- 
nary people  - a pattern 
Umno  members  say  ema- 
nates from  Dr  Mahathir  him- 
self - contributed  to  Umno’s 
loss  in  Aran.  When  the  conn- 
try  was  in  the  midst  of  a 
debate  about  nepotism,  the 
younger  brother  of  the  Perils 
Chief  Minister  was  chosen  to 
be  Umno’s  candidate. 

A local  dispute  about  land 
compensation  fora  highway 
project  banned  resentment 
about  the  government’s  per- 
ceived-abuse  of  power.  When 
prominent  local  leaders 
spoke  out  against  the  deci- 
sions, they  became  the  vic- 
tims of  an-  internal  party 

witchhunt  after  the  election. 

Yet  in  their  thirst  to 
regain  political  stability, 
Umno  leaders  seemingly 
wait  to  be  quenched  from 
above  rather  than  energised 
by  dissent  from  below. 

“We’ve  got  to  let  people 
know  what  we  .are-  doing.  IT 
the  villagers  want  to  know, 
we  explain,"  says  Bahari 
HJ.  Taib,  speaker  of  the  Per- 
ils state  assembly  and  Umno 
secretary  in  the  state. 

"We  need  some  time  to 
resolve  this.  Then  the  people 
will  see  that  every  angle  is 
under  control.  The  end 
result  is,  they  will  get  some 
advice  from  our  Prime  Min- 
ister." 


Seoul  upbeat 
over  foreign 
investment 


South  Korea  said  yesterday 
it  expected  a 70  per  cent  rise 
in  foreign  direct  investment 
this  year,  Renters  reports 
from  Seoul.  However,  ana- 
lysts said  labour  and  cur- 
rency trends  could  pose 
problems  for  foreign  inves- 
tors. 

The  finance  ministry  said 
it  expected  foreign  direct 
investment  to  top  SlSbu 
this  year,  up  sharply  from 
a provisional  S8.85bn  for 
1998. 

The  1998  figures,  based  on 
investment  plans  filed  with 
the  government,  represented 
27  per  cent  growth  from 
$6.97bn  a year  earlier,  the 
ministry  added. 

The  projection  was  backed 
up  by  analysts.  “Foreign 
investment  will  continue  to 
grow  as  many  equity  or 
asset  sale  talks  will  produce 
fruit,”  said  Lee  Hahn-koo. 
president  of  the  Daewoo  Eco- 
nomic Research  Institute. 

The  rise  in  investment,  if 
it  materialises,  will  greatly 
boost  tbe  nation's  efforts  to 
build  up  its  foreign  currency 
reserves  and  stave  off  a new 
financial  crisis. 

Kang  Myung-hoon.  an 
economist  at  the  Hanwha 
Economic  Research  Insti- 
tute, said:  “Active  foreign 
investment  will  be  especially 
important  as  it  could  make 
up  for  the  expected  drop  in 
the  current  account  sur- 
plus." 

South  Korea’s  current 
account  surplus  has  been 
forecast  to  dip  to  $20bn- 
$25bn  this  year  from  a proj- 
ected $40bn  last  year,  com- 
pared with  an  $8-1 7bn  deficit 
in  1997. 

The  ministry  said  foreign 
investors  would  look  in  par- 


ticular towards  the  nation's 
financial,  tourism  and  petro- 
chemical industries. 

Government  data  showed 
53.1  per  rent,  or  S3.46bn.  of 
the  total  investment  plans 
received  in  19&  were  to  take 
over  existing  business 
operations  from  Koreans. 

Big  investors  last  year 
included  Amkor  Technology 
and  Fairchild  Semiconductor 
of  the  US.  which  agreed  to 
invest  S600m  and  S455m 
respectively  to  acquire  semi- 
conductor manufacturing 
operations  in  Korea. 

The  ministry  said  such 
trends  would  accelerate  as 
the  restructuring  efforts  of 
the  nation's  big  business 
conglomerates,  or  chaebol, 
gained  steam. 

But  analysts  said  the  prog- 
ress in  chaebol  restructuring 
would  at  the  same  time 
mean  a massive  wave  of 
job  losses,  which  could  trig- 
ger resistance  from  the  trade 
unions. 

The  nation's  unemploy- 
ment rate  soared  to  7.3  per 
cent  in  November  from  2.6 
per  cent  a year  ago  and  ana- 
lysts have  said  the  rate 
could  swell  to  around  8JS  per 
cent 

The  strengthening  cur- 
rency could  also  hinder  for- 
eign investment,  as  the  ris- 
ing value  of  the  won, 
unsupported  by  any  tangible 
improvement  in  economic 
fundamentals,  would  make 
local  assets  look  compara- 
tively expensive. 

The  won  closed  the  year's 
first  trading  session  yester- 
day at  1,186  per  dollar,  near 
last  year's  highest  level  of 
1,185  and  sharply  stronger 
than  over  1,990  won  in 
December  1997. 


By  Alexandra  Harney  fai  Tokyo 

These  days,  by  merely 
sitting  at  home  in  Japan  and 
awaiting  the  inevitable 
knock  at  the  door  from  the 
travelling  salesman,  it  is 
possible  to  make  a fairly 
accurate  awessmeni  of  the 
economic  revolution  grip- 
ping the  count  ry. 

Elsewhere,  the  most  bewil- 
dering and  unnecessary  bar- 
gains arrive  os  “junk  mail", 
but  in  Japan,  commercialism 
has  a human  face.  1 found 
this  out  recently  when  a pair 
of  smiling  post  office 
employees,  clad  in  identical 
red  satin  anoraks,  arrived  on 
my  doorstep  brandishing  a 
chequebook  from  the  coun- 
try's troubled  postal  saving 
system. 

i Could  i he  tempted  to 
1 leave  some  of  my  savings 
I with  the  post  office,  which 
| has  branches  across  the 
i country,  eager  to  process  my 
monthly  bills  free  uf  charge'.’ 
! 1 didn't  think  1 could,  but 
j would  take  their  offer  into 
j consideration.  Surely,  they 
j insisted,  with  a confronta- 
i tinnal  style  uncharacteristic 
j of  most  Japanese,  1 had 
j money  to  save. 

I I shook  my  head.  no.  I was 
j a journalist,  with  little  yen 
I left  after  living  expenses. 
The  two  promised  to  call 
again  after  1 had  time  to 
think  the  matter  through, 
leaving  me  with  ample  liter- 
ature on  the  subject. 

Their  visit,  at  a time  when 
the  pus  Lai  savings  system  is 
facing  the  prospect  of  return- 
ing -15  per  cent  of  its  funds 
when  its  10-year  accounts 
come  due  next  year,  was 
more  informative  than  many 
press  conferences  called  by 
Japanese  corporations  and 
banks. 

Bold  representatives  from 
newspaper  companies,  apart- 
ment builders  and  local  res- 
taurants have  also  paid  vis- 
its to  my  borne.  These  are 
not  the  only  industries  that 
rely  on  personal  visits  and 
direct  mail  to  win  my  atten- 
tion. My  mailbox  is  usually 
stuffed  with  mail  advertising 
21-hour  adult  video  delivery 
services.  However,  these  are 
not  tbe  companies  that 
really  worry  me. 

Door-to-door  sales  have 
traditionally  been  the  pri- 
mary sales  technique  of  sev- 
eral Japanese  industries,  car 
manufacturers  especially. 
Analysts  estimate  that  per- 
sonal sales,  including  flyer 
distribution  and  direct  mail, 
account  for  75  per  cent  of  all 
car  sales  In  Japan. 

Until  now.  this  method 
seems  to  have  satisfied  con- 
sumers and  car  companies 
for  several  reasons:  custom- 
ers enjoy  the  individual 
attention  from  their  personal 
salesmen,  while  carmakers 
have  been  able  to  employ 


large  sales  staffs  to  canvass 
the  neighbourhood. 

Salesmen  at  Toyota  dealer 
ships  in  Japan  sell  three  or 
four  cars  a munth,  against 
15-20  sold  by  Toyota  sales- 
men m the  US,  according  to 
Koji  Endo.  industry  analyst 
at  Schroders  in  Tokyo.  These 
sales  and  employment  poli- 
cies, which  have  tradition- 
ally been  geared  mare 
towards  social  welfare  than 
shareholder  value,  are  at  the 
core  of  postwar  Japanese 

corporate  theory. 

The  fundamental  logic  has 
been  that  as  dimind  grew  in 
line  with  the  country's  econ- 
omy. companii's  could  con- 
tinue hiring  new  workers 
and  investing  in  projects 
almost  regardless  of  con- 
cepts such  as  the  cost  of  cap- 
ital, return  nn  investments, 
or  shareholder  equity. 

The  troulde  is  that  the 
recent  recession  has  laid 
bare  the  high  cost  of  such 

The  visit  of  the 
two  salesmen 
proved  more 
informative  than 
many  press 
conferences 


inefficient  management  tech- 
niques. Earlier  this  month. 
Nissan  and  Isuzu.  the  car 
and  truck  groups, 
announced  they  would  cut 
marketing  subsidiaries  sig- 
nificantly as  part  of  a com- 
pany-wide rationalisation, 
which  is  likely  to  mean  a 
number  of  Japanese  car 
salesmen  w ill  be  out  uf  a job. 

Analysts  contend  that  the 
writing  Is  on  the  wall.  "In 
Japan,  car  salesmen  have 
always  had  to  go  out 
Idoor-to-door).  but  nowadays, 
mothers  as  well  ns  fathers 
ore  working  during  the  day, 
so  even  if  the  salesmen  do  go 
out.  they  can't  catch  custom- 
ers. So  efficiency  has  been 
falling."  Mr  Endo  adds. 

Given  that  Japan's  top  car- 
makers  together  employ 
□early  350.000  salesmen, 
could  these  staff  cuts  trigger 
another  increase  in  the 
unemployment  rate,  already 
at  an  historic  high  of  4.4  per 
cent?  Or  could  the  end  of 
door-to-door  sales  signal  that 
the  Japanese  economy  is 
gradually  pulling  itself  out 
of  recession  through  a care- 
ful reform  of  its  manage- 
ment practices? 

Of  these,  the  latter  seems 
more  likely.  While  this 
means  post  office  salesmen 
will  have  to  find  other  out- 
lets for  their  charm,  it  is 
probably  a good  thing  for  the 
Japanese  economy. 


1 INTERNATIONAL  EC 

ONOMIC  INDICATORS:  BALANCE  OF  PAYMENTS 

I Trade  figures  are  given  In  bttons  of  European  currency  units  (Ecu).  The  Ecu  exchange  rare  shows  the  number  of  rwtfonaJ  currency  units  per  Ecu.  The  normal  effective 

| exchange  rate  la  an  Index  with  1990=100. 
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BRITAIN 


EUROPEAN  UNION  DEFENCE  PROGRAMME  GOVERNMENT  INCREASES  PRESSURE  ON  FRANCE  AND  ITALY  IN  FRIGATE  DISPUTE 


Minister  refuses  to  sign  missile  contract 


By  Alexander  NfcoD, 
Defence  Correspondent 


Britain  is  stepping  up 
pressure  on  France  and  Italy 
to  resolve  problems  sur- 
rounding tbe  £Sbn  ($l3.4bn) 
Horizon  frigate  project,  one 
of  Europe's  most  important 
collaborative  defence  pro- 
grammes. 

Tbe  UK  Ministry  of 
Defence  is  declining  to  sign 
a contract  for  the  principal 
anti-air  missile  system 
(PAAMS),  tbe  vessel's  main 
weapon,  until  disagreements 


with  its  French  and  Italian 
counterparts  over  the  ship 
are  resolved. 

The  main  features  of  the 
missile  programme  have 
been  agreed,  and  tbe  con- 
tract is  ready  to  be  signed. 
But  a UK  defence  ministry 
official  said  yesterday:  “We 
welcome  tbe  progress  on 
PAAMS.  We  urgently  need 
similar  progress  on  Horizon. 
Only  when  that  progress  has 

been  achieved  would  it  be 
appropriate  Tor  us  to  initial 
the  PAAMS  contract" 

George  Robertson,  the 


chief  UK  defence  minister, 
had  set  an  end-1998  deadline 
for  resolution  of  problems 
which  have  dogged  the  proj- 
ect for  years,  and  the  issue 
was  raised  at  last  month's 
Anglo-French  summit 

Officials  and.  industry 
executives  refused  to  give 
details  about  outstanding 
Issues,  which  are  thought  to 
involve  balancing  the  frig- 
ate's capabilities  with  afford- 
able costs,  as  well  as 
arrangements  for  developing 
and  producing  the  vessel. 

The  ministry  official  said  a 


joint  governmental  steering 
committee  has  invited  the 
manufacturing  companies 
involved  to  propose  a “more 
robustly  structured  indus- 
trial organisation".  The  des- 
ignated prime  contractor  for 
the  project  Is  a joint  venture 
consortium  comprising 
France's  DCN,  GEC  Marine 
of  the  UK  and  Orrizonte  of 
Italy.. 

Defense  News,  a US 
weekly  publication,  reported 
the  UK  government  wanted 
GEC  to  become  the  project's 
leader  as  part  of  an  overhaul 


of  the  industrial  structure. 
However,  the  official  said 
governments  had  Invited 
ideas  from  the  companies 
and  were  not  pushing  any 
particular  solution. 

Britain's  Royal  Navy 
urgently  needs  the  frigates 
to  replace  ageing  Type  42 
destroyers.  Some  UK  defence 
experts  have  called  for 
Britain  to  produce  the  ships 
without  collaboration. 

However,  abandoning  the 
tri-nation  programme,  or  a 
further  delay,  would  be  a 
serious  setback  to  European 


efforts  to  collaborate  more 
closely  on  defence  and  to 
encourage  industrial  consoli- 
dation^ prime  requirement 
of  that  is  greater  harmonisa- 
tion of  procurement  between 
governments. 

An  industry  executive  said 
the  companies  were  alive  to 
Mr  Robertson’s  require- 
ments, which  had  Toe  used 
minds  a great  deal".  The 
consortium  “has  made  prog- 
ress towards  meeting  the 

customers'  key  requirements 
in  a way  which  governments 
regard  as  affordable". 


MILLENNIUM  FUTURISTIC  BUILDING  MAY  BE  PERMANENT  FIXTURE 


Film,  media  and  property 
companies  eye  the  dome 


By  Alice  Rawsthom 
and  Brian  Groom 


The  government  has  been 
approached  by  four  consor- 
tia - including  Hollywood 
movie  studios,  media  and 
property  companies  - inter- 
ested in  taking  over  the  Mil- 
lennium dome  after  2000. 

The  futuristic  building  at 
Greenwich  in  south-east 
London  is  costing  £275m 
lS462m)  to  build  and  will 
house  several  exhibitions 
illustrating  aspects  of  Brit- 
ish life.  Ministers  are  seek- 
ing a long-term  use  after  the 
millennium  celebrations  that 
will  allow  it  to  become  as 
permanent  a fixture  as  tbe 
Eiffel  tower  in  Paris. 

Two  of  the  consortia,  both 
of  which  involve  a Holly- 
wood studio  as  well  as  sev- 
eral European  media  groups, 
propose  to  turn  the  dome 
Into  a film  and  television 
production  complex  together 
with  a theme  park. 

The  US  studios  may 
include  Warner  Bros,  which 
has  long  been  searching  far 
a UK  location  for  a studio 
and  theme  park  with  Lord 
Hollick’s  United  News  & 
Media  group,  as  well  as  Sony 
Pictures  and  Walt  Disney. 

The  other  two  consortia, 
both  led  by  property  compa- 
nies, intend  to  use  the  site  as 
a conference  centre  and  an 


Blair  accused  of 
choosing  ‘crony’ 


Tbe  opposition  Conservative 
party  yesterday  accused 
Tony  Blair,  the  prime 
minister,  of  “cronyism”  after 
he  appointed  his  long- 
standing friend  Lord 
Falconer  to  take  over  from 
Peter  Mandefson,  who 
resigned  from  the 
government  last  month,  as 
government  shareholder  in 
the  Millennium  Dome. 

Pater  Ainsworth,  the 
Conservatives'  culture 
spokesman,  said  the  dome 
badly  needed  someone  from 
outside  politics  to  run  it  to 
give  it  credibility.  Lord 
Falconer,  47,  shared  a flat 
with  Mr  Blair  during  the 
1970s  when  both  were 
young  lawyers  in  London. 

He  gave  up  his  legal 
practice  in  1997  to  become 
solicitor-genera]  in  the 
Labour  government 


innovation  park  composed  of 
low  rent  workshops  and 
offices  for  young  companies 
involved  with  industries 
such  as  Internet  design  and 
computer  games. 

All  four  approaches  have 
been  made  informally.  The 
government  will  not  con- 


sider formal  bids  until  the 
middle  of  this  month  "when 
the  Cabinet  Office  is  expec- 
ted to  start  the  process  of 
auctioning  the  site  to  a new 
owner  for  when  the  Millen- 
nium Experience  ends. 

The  government  is  keen  to 
remove  the  risk  of  the  dome 
structure  being  dismantled 
to  make  way  for,  say,  a resi- 
dential or  retail  develop- 
ment. The  terms  of  the  Cabi- 
net Office  auction  are 
expected  to  be  worded  specif- 
ically to  prevent  this. 

The  movie  studio  and 
innovation  park  would  be 
politically  acceptable  to  the 
Labour  government  by  fit- 
ting neatly  into  its  policy  of 
supporting  creative  areas  of 
the  economy.  The  govern- 
ment is  keen  to  encourage 
film  makers  from  outside  the 
UK.  particularly  Hollywood 
studios,  to  make  long-term 
investments  in  UK  produc- 
tion as  part  of  its  efforts  to 
sustain  the  film  industry’s 
recent  revlvaL 

It  is  also  eager  to  enhance 
the  UK's  reputation  as  a 
source  of  talented  software 
designers.  Digital  media, 
notably  computer  games  and 
internet  design,  was  recently 
identified  as  one  of  the  fast- 
est growing  creative  sectors 
with  the  potential  to  create 
80.000  new  Jobs  over  the  next 
decade. 


Losing  hte  head;  a worker  hangs  up  to  (fey  some  of  the  5^)00  camatds  plants 


First  cannabis  harvested  under 
licence  for  medical  research 


The  first  cannabis  plants 
grown  with  government 
approval  are  being 
harvested,  Simon  Buddby 
writes. 

The  crop  of  5,000  plants 
was  sown  in  August  in  a 
glasshouse  at  a secure  farm 
in  southern  England. 

They  are  being  cultivated 
by  GW  Pharmaceuticals, 
under  government  licence, 


as  the  first  step  in  a 
research  programme  into  the 
possible  medicinal  uses  of 
cannabis.  GW 
Pharmaceuticals  is 
collaborating  with 
HortaPharm  BV,  the  Dutch 
medicinal  cannabis  breeding 
specialist,  which  has 
extensive  experience  in 
cultivating  cannabis  for 
medical  purposes. 


The  government  has  been 
impressed  by  growing 
evidence  that  cannabis  may 
have  important  therapeutic 
value  and  could  be 
particularly  useful  as  a pain 
killer  in  treating  illnesses 
such  as  multiple  sclerosis 
and  epilepsy.  Trials  will 
begin  soon  and  up  to  2,000 
people  are  expected  to  take 
pat  within  two  years. 


NEWS  DIGEST 


manufacturing 


Falls  in  output  increase 


pressure  for  rate  cut 


Fresh  evidence  pointing  to  a sharp  contraction  in  the  - 
manufacturing  sector  has  intensified  pressure  on  the  Bank, 
of  England,  the  UK  central  bank,  to  cut  interest  rales  this 
week.  Companies  have  suffered  sharp  falls  in  output, 
orders  and  the  prices  of  goods  they  produce,  according  to 
the  latest  monthly  survey.  But  the  rate  of  contr^iwi  has. 
slowed  slightly,  suggesting  a recent  weakening  In  the 
value  of  sterling  may  be  easing  pressure  on  exporters.  The 
Chartered  Institute  of  Purchasing  and  Supply,  which  com- 
piled the  index  of  more  than  300  manufacturers,  said 
prices  were  falling  at  their  fastest  rate  for  at  least  swan 
years.  The  Index  showed  manufacturing  activity  falling  Tor 
the  ninth  month  in  succession  during  December.  The  read- 
ing of  42.8  was  slightly  higher  than  41.7  in  November.  A 
reading  of  less  than  50  indicates  the  sector  is  shrinking. 
The  latest  reading  is  the  second-lowest  since  the  survey 
began  in  January  1 992.  Christopher  Adams,  London 


CREUTZFELDT-JAKOB  DISEASE 


Two  more  deaths  recorded 


Two  more  people  died  during  November  from  the  new 
variant  of  CreutzfeWt-Jakob  disease,  which  Is  linked  to 
BSE  or  “mad  cow  disease".  The  figures  from  the  Depart- 
ment of  Health  yesterday  bring  the  death  toll  for  the  first 
11  months  of  1998  to  12;  there  were  10  deaths  in  1997 
and  10  in  1996.  Scientists  say  that  because  the  disease 
has  a long  and  unknown  incubation  period  it  is  still  loo 
early  to  predict  how  many  people  are  likely  to  develop  the 
fatal  brain  disease  as  a result  of  eating  BSE-contaminated 
meat  during  the  1980s,  before  precautions  were  intro- 
duced. 


OIL  INDUSTRY  PROTEST 


Police  arrested  13  demonstrators  yesterday  after  they  bar- 
ricaded themselves  into  the  London  offices  of  executives 
at  Shell  UK.  They  said  they  wanted  oil  companies  to  leave 
southern  Nigeria  in  support  of  the  Ogoni,  the  local  tribes* 
people.  The  protesters  had  refused  to  leave  despite  a plea 
from  Chris  Ray,  the  outgoing  chairman  of  the  company, 
whose  office  was  one  of  those  targeted.  The  eight  men 
and  five  women  were  taken  to  a local  police  station  on 
suspicion  of  causing  criminal  damage. 


TRAVEL  IN  SCOTLAND 


High  winds  cause  chaos 


Rights  from  Glasgow  and  Edinburgh  airports  in  Scotland 
were  cancelled  yesterday  as  winds  reached  more  than 
llOkph.  Great  North  Eastern  Railway  services  between 
Scotland  and  England  were  delayed  as  overhead  wires 
were  brought  down.  Several  flights  and  ferry  services  to 
Northern  Ireland  and  the  Scottish  islands  were  also  can- 
celled. In  central  Scotland,  the  Meteorological  Office 
issued  a severe  weather  warning  as  winds  gusting  at  up  to 
130kph  caused  traffic  chaos.  Andrew  Taylor,  London 
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Disposable  & Specialty  Products  { Fire  & Security  Services  [ Flow 

All  over  the  world,  lives  and  prcfljerty  are  guarded  byADT  andStother  units  of  Tyco  International's  Fire  & Security  ServicKd&Min,  making  usTiy  far  the  global  leader  ir 
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products  and  services  that  make  this  risky  work!  a lot  more  secure.  Today,  Tyco  operates  in  80  countries^ptoid  % $obe,  yet  we  feel  we  have  only  begun  to  realize  our  potential. 
Please  write  tor  our  investor  package,  P0  Box  497,  Dept  FIN,  Beeler,  NH  03833, or The  International  Rnara^  tentre,  Dept  HN,  7*  Floor,  25  Old  Broad  Street  London  EC2N I HN. 
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M SCOTLAND 


winds  cause  chaos 


I By  Andrew  Paster, 

j PoOQcal  Correspondent 

The  UK  government  has 
I agreed  to  try  to  speed  up 
j protracted  European  Union 
j.  negotiations  with  South 
« Africa  on  a free-trade  agree* 
■m  meat  that  should  have  been 
concluded  last  year. 

Tony.  Blair,  prime  minis- 
ter. will  “push”  to  ensure 
that  outstanding  issues  are 
resolved  because  a “deal  is 
within  reach”,  according  to 
his  official  spokesman.  - 
The  UK.  which  is  South 
Africa's  largest  foreign 
investor,  had  nmrte  conclud- 
ing the  free-trade  agreement 
a priority  of  its  presidency  of 
the  EU  during  the  first  half 
of  1998,  but  that  deadline 
was  breached  along  with  a 
subsequent  autumn  one. 

The  three-year-old  negotia- 
tions became  bogged  down 
over  EU  insistence  that 
South  Africa  phase  out  use 
of  the  names  port  and  sherry 
Jot  fortified  wines. 

N Ur  Blair  will  visit  South 
•Africa  tomorrow,  and  hopes 
F to  make  further  progress  on 
a £lbn  (gi.7bn)  defence  deal 
for  UK  companies.  British 
Aerospace  and  GKN  are 
South  Africa's  preferred  bid- 
ders for  military  training 
jets  and  helicopters,'  but 
negotiations  are  not  expec- 
ted to  be  finalised  during  Mr 
Blair’s  four-day  visit. 

Mr  Blair  win  ask  President 
Nelson  Mandela  of  South 
Africa  to  try  and  break  the 
over  the  trial  of  two 


Libyans  accused  of  organis- 
ing the  1968  Lockerbie  bomb- 
ing. The  UK  Foreign  Office 
believes  Mr  Mandela  hag  a 
close  personal  relationship 
with  Colonel  Muammer 
Gadaffi,  Libyan  leader,  who 
objected  to  a proposal  by  the 
US  and  UK  to  try  the  two 
accused  in  a neutral  country 
and,  if  convicted,  place  *h<nm 
in  a Scottish  prison. 

Mr  Blair  will  strengthen 
ties  with  Thabo  Mbekj,  who 
is  expected  to  become  the 
country’s  president  after 
elections  in  May.  Mr  Blair 
win  announce  an  incT****^  in 
aid  to  South  Africa  from 
£23m  to  £30m  in  the  current 
financial  year. 

After  South  Africa,  he  will 
travel  to  Kuwait  to  meet 
Royal  Air  Force  personnel 
involved  in  recent  by 

the  US  and  UK  on  Iraq. 

• Mr  Blair  last  night  com- 
pleted the  round  of  ministe- 
rial appointments  caused  by 
the  resignations  last  month 
of  Peter  Mandelson  as  chief 
industry  minister  and  Geoff- 
rey Robinson  as  paymaster 
genera]  at  the  Treasury. 

Dawn  Prlmarolo  is  pro- 
moted within  the  Treasury 
from  financial  secretary  to 
paymaster  general,  while  her 
job  goes  to  Barbara  Roche 
who  moves  from  the  post  of 
minister  at  the  Department 
for  Trade  and  Industry 
responsible  for  small  busi- 
nesses. She  will  be  replaced 
at  the  DTI  by  Mtebeel  wills, 
who  enters  the  government 
for  the  first  time. 
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Top  ministerial 
‘fixer’  to  resign 


Deborah  Haigieawta 
London 


lout  from  last  month’s 
ministerial  resignations  con- 
tinued yesterday  when  Char-' 
lie  Whelan,  press  officer  for 
Gordon  Brown,  chancellor  of 
the  exchequer,  announced 
he  would  quit  “as  soon  as  an 
appropriate  opportunity 
j becomes  available", 
j Newspapers  revealed  late 
last  month  that  Geoffrey 
! Robinson,  one  of  Mr  Brown’s 
1 junior  ministers,  bad  made  a 
personal  loan  to  Peter 
Mandelson,  chief  industry 
minister,  to  enable  him  to 
• buy  his  London  home.  Both 
i men  resigned  from  the  gov- 
j eminent  soon  afterwards, 
i Mr  Whelan’s  resignation 
-.r  follows  persistent  claims 
•fif&at  he  was  responsible  for 
* j If  leaking  details  of  the  loan. 

! He  has  vigorously  denied 
| the  but  said  specula- 

tion about  his  role  in  the 
affair  was  making  it  impossi- 
ble to  carry  out  his  job  effec- 
tively. 

It  has  long  been  known 
that  Mr  Mandelson  and  Mr 
Brown  are  rivals  in  the  cabi- 
net and  represent  diverging 
factions  in  the  governing 
Labour  party. 

Mr  Mandelson  - a close 
ally  of  TOny  Blair,  the  prime 
minister  - personifies  the 
modernising  element  that 
favours  close  links  with 
: business.  Mr  Brown  is  Identi- 

fied with  a traditional  style 
with  strong  connections  to 
trade  unions.  The  rivalry 
deepened  after  the  death  of 


John  Smith,  the  party 
leader,  in  1994,  when  Mr 
Mandelson  campaigned ' suc- 
cessfully for  Mr  Blair  rather 
- than- Bfr  Brown  to  taka  the 
helm  of  the  party. 

Mr  Whelan  had  a high 
media  profile.  The  govern- 
ment relies  heavily  on  its 
image  and  Mr  Whelan  and 
other  officials  had  far  mare 
prominent  roles  than  they 
would  have  bad  in  previous 
administrations. 

Mr  Whelan  was  a state 
employee  but,  as  a minister's 
press  officer,  was  not 
required  to  follow  traditional 
rules  of  strict  impartiality. 
Be  was  also  allowed  to  act 
politically  on  Mr  Brown’s 
behalf.  His  critics  say  he 
exploited  his  freedom  and 
fomented  unrest  among  min- 
isters by  secretly  holding 
press  briefings  to  undermine 
them. 

Mr  Blair’s  office  is  under- 
stood to  have  blamed  Mr 
Whelan  for  the  disclosures 
about  Mr  Mandelson's 
fmnnr«m  and  is  believed  to 
have  put  pressure  on  Mr 
Brown  to  fire  his  aide.  Mr 
Brown  said  be  was  satisfied 
with  Mr  Whelan's  explana- 
tions. Mr  Whelan  said  yes- 
terday that  the  level  of 
media  interest  in  his  role 
was  - absurd” . Gordon 
Brown  will  lose  a top  politi- 
cal “fixer”  in  the  44-year  old 
Mr  Whelan,  who  worked 
hard  behind  the  scenes  to 
boost  Mr  Brown's  profile. 


Editorial  Comment  and 
Observer,  Page  15 
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Soccer  chief  in 
cash  row  quits 


By  Patrick  Harventon  hi  London 

The  Football  Association 
began  its  search  for  a new 
management  team  yesterday 
after  a casb-for-votes  scandal 
forced  the  resignation  of 
Keith  Wiseman  as  chairman, 
paving  the  way  for  an  over- 
haul of  the  governing  body 
for  soccer  in  England. 

His  departure  comes  three 
weeks  after  Graham  Kelly 
resigned  as  FA  chief  execu- 
tive over  the  same  matter, 
and  leaves  the  association 
temporarily  leaderless  when 
England  Is  campaigning 
_ to  win  the  right  to  host 
i World  Cup  in  2006. 

men  lost  the  support 
of  senior  FA  officiate  over  a 
£3 .2m  ($5.4m)  grant  they 
agreed  for  the  Football  Asso- 
ciation of  Wales.  The  pay- 
ment, which'  was  not  dis- 
closed to  other  top  FA 
officials,  was  offered  in 


return  for  Welsh  support  of 
Mr  Wiseman's  attempt  to 
gain  a seat  on  the  executive 
committee  of  Fife,  the  world 
governing  body. 

Yesterday  Mr  Wiseman 
offered  to  resign  after  felling 
to  win  sufficient  support 
from  the  91-member  ruling 
FA  council  for  him  to  con- 
tinue in  his  job.  The  FA  said: 
“A  motion  accepting  that 
resignation  with  no  asper- 
sions cast  on  his  honesty 
and  integrity  was  passed 
unanimously." 

T .carting  figures  from  pro- 
fbceinnai  soccer,  particularly 
the  Premier  League,  are 
Keen  to  use  the  ousting  of 
Mr  Wiseman  and  Mr  Kelly  as 
a p^tform  to  restructure  the 
FA.  The  top  clubs  want  to 
install  a more  dynamic  lead- 
ership better  suited  to  han- 
dling the  commercial  and 
political  demands  of  the 
game. 


BRITAIN 


Roads  agency  chief  seeks  new  direction 


Lawrie  Haynes  aims  to  use  technology, 
persuasion  and  private  capital  to  tackle 
congestion.  Charles  Batchelor  reports 


Outsider's  approach:  cx-BAe  nan  Lawrie  Haynes  Trevor  Kmphnes 


Lawrie  Haynes,  chief 
executive  of  the  High- 
ways Agency,  appears  to 
be  doing  himself  out  of  a job. 

The  state  agency  responsi- 
ble for  many  of  England's 
busiest  roads  has  already 
suffered  deep  cuts  in  the 
roads  budget.  Now  Mr 
Haynes  wants  'to  persuade 
people  to  travel  by  ran 
Three  big  towns  in  eastern 
England  have  run  pilot 
schemes  to  encourage 
motorists  to  leave  their  cars 

at  home  and  take  the  train. 

In  a separate  initiative  mes- 
sage signs  hove  appeared  on 
congested  roads  directing 
drivers  to  the  nearest  train 
station. 

"We  are  not  in  competition 
with  the  rail  operators,” 
explains  Mr  Haynes.  "We 
have  a growing  congestion 
problem  on  our  road  net- 
work and  oar  role  is  to  do 
something  about  it.” 

This  involves  changing  the 
culture  of  the  organisation, 
which  was  separated  from 
the  notoriously  roads-fixated 
Department  of  Transport  in 
1994.  His  task  was  made  no 
easier  in  the  early  stages  by 
staff  unhappiness  over  big 
job  cuts. 


Mr  Haynes.  46,  has 
brought  an  outsider's 
approach  to  managing  a gov* 
ernment  department.  He 
spent  the  previous  decode  at 
British  Aerospace  and  at  S3 
became  head  of  its  contracts 
department.  He  went  on  to 
run  a telecommunications 
joint  venture  set  up  hy  BAv. 
His  first  five-year  contract  m 
his  current  post  expires  in 
February  but  he  has  just 
signed  for  a further  2'  = 
years. 

Mr  Haynes's  job  is  to  have 
roads  built  and  maintained 
more  efficiently  and  to  man- 
age the  existing  network 
more  effectively,  often  using 
computer-controlled  traffic 
management  systems. 

“Technology  is  at  last 
going  into  the  roads  indus- 
try," says  Mr  Haynes,  whose 
research  and  development 
budget  has  been  increased 
by  £2rn  to  £15m  (SSfeii  a 
year  over  the  past  two  years. 
“We  are  moving  away  from 
’hard*  engineering  areas, 
such  as  road  building  mate- 
rials and  bridge  strengths,  to 
spending  on  electronics  and 
surveys  of  motorists'  atti- 
tudes.” 

This  places  great  strains 


on  the  civil  engineers  who 
have  traditionally  made  up  a 
big  pan  of  the  agency's 
workforce.  "Some  people 
saw  this  as  the  death  knell 
nf  the  civil  engineer."  says 
Mr  Haynes.  "1  sec  a growing 
role  for  rieciriml  and  elec- 
tronics engineers  but  1 want 
the  civil  engineers  tu  think 
more  laterally.  They  have 
not  been  used  fully  in  the 
past.'' 

One  of  the  must  difficult 


A network  valued 
at  $92bn  costs 
more  than  $1 ,5bn 
a year  to  maintain 
and  generates 
no  income 


changes  for  agency  staff  has 
been  the  need  to  ro-opurtite 
with  a wide  range  of 
partners  - including  local 
authorities,  bus  and  coach 
companies  - instead  or  sim- 
ply imposing  solutions. 

"In  the  past  the  agency 
thought  it  knew  best  and 
presumed  that  a road  was 
the  neht  solution."  sciys  Mr 
Haynes.  We  didn’t  look  at 
otoer  suggestions.  We  have 


been  moving  away  from  that 
to  a more  customer-focused 
solution. 

"We  have  spent  the  past 
three  years  listening  to  the 
lornl  authorities,  the  rat! 
companies  and  the  bus  and 
coach  operators.  The  new 
role  has  reduced  the 
agency'*  arrogance." 

The  agency's  next  chal- 
lenge could  be  to  shift  the 
roads  network  mto  the  pri- 
vate sector.  Rail  privatisa- 
tion remains  contentious. 
But  there  must  be  a strong 
temptation  to  examine  ways 
of  bringing  more  private  cap- 
ital Into  managing  the  roads, 
against  the  background  of 
the  government's  commit- 
ment to  hold  down  public 
spending. 

.Mr  Haynes  stresses  that 
policy  derisions  are  the 
responsibility  uf  the  govern- 
ment. 

But  he  points  out  that  a 
road  network  valued  at 
££5bn  i$s*L’bn>  costs  £lbn  a 
year  to  maintain  and  gener- 
ates practically  no  Income. 
"Hiat  looks  like  a heavy  bal- 
ance sheet  liability  to  me.” 
he  says. 

Whether  ur  not  the  roods 
are  in  the  private  sector,  get- 
ting the  best  out  of  the  net- 
work will  remain  a tough 
task  - Mr  Haynes  is  unlikely 
to  push  himself  out  of  a job 
for  some  time. 


Sahaviriya  Steel  Industries  Public  Company  Limited 

Notice  of  Meeting  to  the  holders  of  the  outstanding 

U.S.$T!0,000,000  3%  per  cent  Convertible  Bonds  due  2005 

of 

Sahaviriya  Steel  Industries  Public  Company  Limited 

(the  “Company^ 

Notice  is  hereby  given  that  a Meeting  of  the  holders  of  the  above  Bonds  (the ‘Bondholders')  wiH  be  held  on  January 29,1999  al  10.00  a.m.  (London  time)  at  Chase  Manhattan  Trustees  Limited  located  at  Trinity 
lower,  9 Thomas  More  Street  London  El  9YT,  England  for  the  purpose  of  considering  and.  If  thought  fit  passing  the  following  resolutions  which  will  be  proposed  as  Extraordinary  Resolutions  in  accordance 
with  the  provisions  of  the  Trust  Deed  (the  Trust  Deed")  dated  July  26, 1995  made  between  the  Company  and  Chase  Manhattan  Trustees  Limited  (the  Trustee")  os  trustee  for  the  Bondholders. 

EXTRAORDINARY  RESOLUTIONS 

“THAT  this  Meeting  of  the  holders  of  the  outstanding  U.S-SHO.000,000  3)6  per  cent  Convertible  Bonds  due  2005  (the  “Bonds")  of  Sahaviriya  Steel  Industries  Public  Company  Limited  (the  -Company") 
constituted  by  the  Trust  Deed  dated  July  26, 1995  (the  "Trust  Deed”)  made  between  the  Company  and  Chase  Manhattan  Trustees  Limited  (the  Trustee’)  as  trustee  for  the  holders  of  the  Bonds 
(the  “Bondholders')  hereby; 

Extraordinary  Resolution  1 

• assents  to  the  folowing  modification  to  the  Terms  and  Conditions  of  the  Bonds  by  the  deletion  of  the  last  paragraph  of  Condition  10  and  the  insertion  of  Upon  any  such  notice  being  given  to  the 
Company,  the  Bonds  will  Jmmecfiately  become  due  and  payable  at  their  US  dollar  principal  amount  together  with  accrued  interest,  together  payable  m Thai  Baht  at  the  Weighted  Average  Interbank 
Exchange  Rale  announced  by  the  Bank  of  TbaBand  for  the  date  of  such  notice"  in  its  place  and  requests,  cfcscharges  and  exonerates  the  Trustee  m the  terms  of  Exlraortfinary  Resolution  5 below. 

Extraordinary  Resolution  2 

• assents  to  the  following  mortification  to  the  Terms  and  Corxfflfons  of  the  Bonds  by  the  deletion  of  the  second  sentence  of  Paragraph  5 of  the  Third  Schedule  to  the  Trust  Deed  and  the  insertion  of 
"The  quorum  at  a Meeting  for  passing  an  Extraordinary  Resolution  shaH  (subject  as  provided  below)  be  two  or  more  persons  presenl  m person  hokling  Bonds  or  being  proxies  or  representatives  and 
holding  or  representing  in  aggregate  over  30  percent  in  principal  amount  of  the  Bonds  for  the  time  being  outstanding  provided  that  the  quorum  at  any  Meeting  the  business  of  which  Includes  any  of 
the  matters  specified  in  the  proviso  to  paragraph  *3  shall  be  two  or  more  persons  so  present  holding  Bonds  or  being  proxies  or  representatives  and  holding  or  representing  in  the  aggregate  over 

> one-thhd  inprincipal  amount  of  the  Bonds  for  the  timebeing  outstanding"  in  te  place  and  requests,  discharges  and  exonerates  the  Trustee  m the  terms  of  Extraordinary  Resolution  5 below. 

Extraordinary  Resolution  3 

• assents  to  the  foltowing  mcxfefication  to  the  Terms  and  CorKStions  of  the  Bonds  by  the  delation  o?  Paragraph  IS  of  the  Third  Schedule  of  the  Trust  Deed  and  the  insertion  of  “Extraordinary  Resolution 
means  a resolution  passBd  at  a Meeting  of  Bondholders  duly  convened  and  held  in  accordance  with  these  provisions  by  a majority  consisting  of  nol  less  than  51  per  cent,  of  the  votes  cast”  in  its  place 
and  requests,  discharges  and  exonerates  the^ Trustee  in  the  terms  of  Extraordinary  Resolution  5 below. 

Extraortfinary  Resolution -4 

• assente  to  ihe  knowing  modftartlon  to  the  Terms  and  Conations  of  the  Braids  by  the  insertion  of  tte  following  wonting  as  a proviso  to  the  first  sentence  of  Condition  15:  provided  that  it  the  Bonds  are 
in  global  form,  notices  to  Bondholders  w$  be  vaWty  given  If  the  notice  is  defivered  to  the  relevant  clearing  system  for  communication  by  it  to  entitled  accounihotders'  and  requests,  discharges  and 
exonerates  the  Trustee  in  the  terms  of  Extraordinary  Resolution  5 below. 

Extraordinary  Resolution  5 

• authorises  and  requests  the  Trustee  to  enter  into  a Supplemental  Trust  Deed  in  such  form  as  the  Trustee  shall  approve  to  give  effect  to  such  of  the  Extraordinary  Resolutions  above  as  are  passed,  and 
any  other  consequent  modifications  of  the  Trust  Deed  or  the  Terms  and  Conditions  of  the  Bonds  as  the  Trustee  deems  appropriate  and  discharges  and  exonerates  the  Trustee  from  any  liability  to 
Bondholders  n respect  of  acting  In  accordance  with  this  request" 

BACKGROUND 

Hie  Company  has  accordingly  convened  a Meeting  of  the  Bondholders  by  this  Notice  for  the  purpose  set  out  In  this  notice,  information  has  been  provided  by  the  Company  in  relation  to  ‘Developments  in 
Thailand"  and  financial  highlights  cif  the  Company  which  are  avaflable  from  any  of  the  Agents  as  specified  below. 

riie  attention  of  Bondholders  is  particularly  drawn  to  the  quorum  required  for  the  Meeting  and  for  an  adjourned  Meeting  which  is  set  out  in  paragraph  3 of^ “Voting  and  Quotum"  beta* 

Notice  is  further  given  to  Bondholders  that  the  Company  has,  pursuant  to  Condition  13(b)  of  the  Bond9  and  with  the  agreement  of  the  Trustee,  amended  the  Trust  Deed  by  the  inclusion  in  the  Third  Schedule 
thereof  of  voting  procedures  In  respect  of  Bonds  held  through  the  Depositary  Trust  Company.  The  amendment  was  made  by  means  of  a supplemental  trust  deed  dated  September  22, 1998  (the  “First 
Supplemental  Trust  Deed*)  between  the  Company  and  the  Trustee.  Copies  of  the  Trust  Deed  fmdutfing  the  Terms  and  Concfitrans  of  the  Bonds  and  toe  First  Supplemental  Trust  Deed)  wffl  be  made  available 
for  inspection,  and  forms  of  documents  referred  to  below  will  be  avafiabte  for  collection,  by  Borxtfrotoers  at  the  specified  offices  of  the  Principal  Paying  Agent  the  Registrar  and  the  Paying,  Conversion  and 
Transfer  Agerte  set  out  below  during  normal  business  hours. 

In  accordance  with  normal  practice,  the  Trustee  expresses  no  opinion  on  the  merits  of  the  Extraordinary  Resolution  but  has  authorised  it  to  be  stated  that  it  has  no  objection  to  the  Extraortfinary  Resolution 
being  sifomitted  to  the  Bondholders  for  consideration. 

VOTING  AND  QUORUM 

A registered  Bondholder  may,  by  executing  and  delivering  a form  of  proxy  in  English  to  the  office  specified  below  of  the  Principal  Paying  Agent  not  less  than  24  hours  before  the  time  fixed  for  the  Meeting, 
appoint  a proxy. 

A registered  Bondholder  which  isa  corporation  may  by  resolution,  in  the  Engfish  language,  of  Its  Directors  or  other  governing  body  delivered  to  the  office  specified  below  of  the  Principal  Paying  Agent  not  less 
than  24  hours  before  the  time  fixed  for  the  Meeting,  appoint  a person  to  act  as  Its  representative  in  connection  wife  the  Meeting. 

IMPORTANT:  The  Bonds  arecurrentfy  In  the  form  of  two  Global  Bonds.  One  Global  Bondjs  registered  in  the  name  of  a nominee  ofThe  Depomttaryriust  Company  (”DTC).The  oihar  Global  Bond 
Is  registered  in  the  name  of  Chase  Nominees  Limited  Each  person  (a  “beneficial  owner”)  who  is  the  owner  of  a particular  nominal  amount  of  the  Bonds,  as  shown  In  the  records  of  DTCorDTCfe 
participants  (“PTC  PaiUdpants”)  or  Euroctear,  Cede!  Bank  or  their  respective  scoounthoMers  (“Accounthoiders"),  should  note  that  such  person  will  not  be  a Bondholder  for  the  purposes  of 
this  notice  and  wiH  only  be  entitled  to  attend  and  vote  at  the  Meeting  In  accordance  with  the  procedures  set  out  baton,  except  that  PTC  Participants  who  have  been  appointed  proxies  by  BTC 
may  attend  and  vote  at  the  Meeting.  Accordingly,  If  they  have  not  already  dona  so,  beneficial  owners  should  convey  their  voting  Instructions,  directly  or  through  the  DTC  Participant  or 
Accounthofder  through  whom  they  hold  their  Interest  in  the  Bonds,  to  DTC,  Euroctear  or  Cede!  Bank  in  accordance  with  the  procedures  of  DTC,  Eurodear  or  Cade!  Bank  and  such  DTC 
Participants  or  Accountiioldars  or  arrange  by  the  same  means  to  be  appoteted  a proxy  or  sub-proxy. 

1.  Bonds  held  through  DTC 

LI  If  DTC  appoints  the  DTC  Participants  as  Its  proxies  under  an  omntous  proxy  in  accordance  with  fts  usual  procedures,  the  DTC  Participants  wdl  be  entitled  to  attend  and  vote  at  the  Meeting. 

12  A beneficial  ownerwhich  is  not  a DTC  Participant  but  wishes  to  attend  and  vote  atthe  Meeting  inperson  must  produce  a format  sub-proxy  issued  by  the  DTC  Participarri  through  whom  he  holds  hb  Bonds. 
Forrrerfsub-praxyareavabblefromthe  Principal  Paying  Agent 

Forms  of  sub-proxy  most  be  defivered  to  the  offices  of  the  Principal  Paying  Agent  not  later  than  24  hours  before  the  tone  fixed  tor  the  Meeting. 

13  A DTC  Participant  not  wishing  to  attend  and  vote  al  the  Meeting  in  person  may  give  a voting  instruction  form  and  a beneficial  owner  not  wishing  to  attend  and  vote  art  the  Meeting  may  arrange  for  the  DTC 
Participant  through  whom  he  holds  tils  Bonds  to  gfve  a vexing  Instruction  form,  in  each  case,  instructing  the  Principal  Paying  Agent  to  appoint  a third  person  as  a proxy  lo  attend  and  vote  at  the  Meeting  in 
accordance  with  the  instructions  given.  Alternatively  the  DTC  Participant  may  appoint  a sub-proxy  or,  in  the  case  of  a beneficial  owner  who  e not  a DTC  Participant,  the  beneficial  owner  may  arrange 
(as  described  in  paragraph  12  above),  through  the  DTC  Participant  through  whom  he  holds  his  Bonds,  for  that  DTC  Participant  to  appoint  some  other  person  (which  may  include  the  beneficial  owner) 
as  a sub-proxy,  to  attend  and  vote  at  the  Meeting  in  accordance  with  the  beneficial  owner's  Instructions. 

14  Voting  instructions  must  bs  given  to  the  Principal  Paying  Agent  not  later  than  48  hours  before  the  time  fixed  for  the  Meeting  and  may  not  be  revoked  during  the  period  starting  48  horns  before  the  Meeting 
and  ending  at  the  cfoee  ot  the  Meeting. 

Only  those  DTC  Participants  shown  in  the  DTC*a  records  cm  January  19, 1 999  (the "Record  Date”)  wiH  be  entitled  to  vote  on  the  Extraordinary  Resolution  or  Issue  voting  instructions  to  the 
Principal  Paying  Agent  or  appoint  sub-proxies  to  enable  their  votes  and  these  of  beneficial  owners  who  hold  their  Bonds  through  DTC  Participants  to  be  cast 

2.  Bonds  held  through  Euroctear  and  Cedel  Bank 

2.1  Those  beneficial  owners  who  hold  their  interests  in  Bonds  through  C^sdel  Bank  or  Euroctear(each  a ‘T^aaringSystenn  and  who  wish  to  abend  and  vole  at  the  Meeting  should  contact  the  retavanf  Clearing 
System  to  make  arrangements  to  be  appointed  as  a proxy  In  respectof  the  Bonds  In  which  they  have  an  interest  forthe  purposes  of  attending  and  voting  at  the  Meeting.  Beneficial  owners  must  have  made 
arrangements  to  vote  with  the  relevant  Clearing  System  by  not  later  than  48  hours  before  the  time  fixed  forthe  Meeting  and  any  voting  instructions  given  may  not  be  revoked  during  the  period  starting 
48  hours  before  tire  Meeting  and  ending  at  the  close  of  the  Meeting. 

22  Those  beneficial  owners  who  hold  their  interests  In  Bonds  through  a Clearing  System  and  who  wish  to  vote  at  but  do  not  wish  to  attend  the  Meeting  should  contact  the  relevant  Clean  ng  System  toanange 
for  another  person  nominated  by  them  to  be  appointed  as  a proxy  in  respect  of  the  Bonds  in  which  they  have  an  interest  to  attend  to  vote  at  the  Meeting  on  their  behalf  or  to  make  arrangements  for  the 
votes  relating  to  the  Bonds  to  which  they  have  an  Interest  to  be  cast  on  their  behalf  by  the  Prindpal  Paying  Agent  acting  as  a proxy.  Benefiaal  owners  must  have  made  arrangements  to  vote  with  ihe 
relevant  Clearing  System  by  not  later  than  48  houre  before  the  time  fixed  forthe  Meeting  and  arry  voting  Instructions  given  may  not  be  revoked  during  me  period  starting  48  hours  before  the  Meeting  and 
entfing  at  the  close  of  the  Meeting. 

3.  Quorum 

The  quorum  required  at  the  Meetira  is  two  or  more  persons  hokSng  Bonds  or  being  proxies  or  representatives  and  holding  or  representing  in  Ihe  aggregate  over  two-thirds  in  prindpal  amount  of  the  Bonds 
for  the  time  being  outstanding.  Ifvnthfo  15  minutes  of  the  time  fixed  tor  the  Meeting  a quorum  is  not  presenl  the  Meeting  shall  be  adjourned  for  such  period,  nol  being  toss  than  14  nor  more  than  42  days 

taler,  and  to  such  place  as  the  Chairman  of  the  Meeting  may  decide.  At  arch  adjourned  Meeting,  the  quorum  shaB  be  two  or  more  persons  so  present  holding  Bonds  or  being  proxies  or  representatives 
and  holding  or  representing  bt  foe  aggregate  over  one-tfe'td  In  prindpal  amount  of  the  Bonds  for  the  tkne  befog  outstanding. 

4.  Voting 

Every  question  submitted  to  foa  Meeting  wifl  be  decided  on  a show  of  hands  unless  a poll  is  duly  demanded  by  the  Chairman  of  foe  Meeting,  foe  Company  or  the^ Trustee  or  by  one  or  more  persons  holding 
one  or  more  Bonds  or  bang  proxies,  sut^proxles  or  representatives  and  holding  or  representing  in  the  aggregate  not  less  than  2 per  cent  in  pnnripal  amount  ol  the  Bonds  for  the  time  being  outstanring. 

On  a show  of  hands  every  person  who  b present  in  person  or  any  person  vrtto  Is  present  and  is  a proxy  or  sub-proxy  or  a representative  shall  have  one  vote.  On  a poll  every  person  who  is  so  present  shall 

have  one  vote  in  respect  ot  each  U.SS1.00Q  prindpal  amount  of  Bonds  produced  or  in  respect  ol  which  he  is  a proxy,  sub-proxy  or  a representative. 

1b  be  passed,  each  Extraorcfinaiy  Resolution  requires  a majority  In  favour  of  not  less  foan  threwnrajteis  ofthe  votes  cast  ff  passed,  each  Extraordinary  Resolution  win  be  binding  on  ati  the  Bondholders, 
whether  or  not  present  at  such  Meeting  and  whether  or  not  voting. 


TRUSTEE 

Chase  Manhattan  Thistees  United 
Trinity  Tower,  9 Thomas  More  Street,  London  El  9YT,  England 

REGISTRAR 

The  Chase  Manhattan  Bank 
450 West  33rd  Street,  New  York,  New  YbrklOOOL  USA 


PRINCIPAL  RAYING.  CONVERSION  ANDTRANSFER  AGENT 
The  Chase  Manhattan  Bank 

Trinity  Tower,  9 Thomas  More  Street  London  El  9YT,  England 

RAYING,  CONVERSION  ANDTRANSFER  AGENT 
Chase  Manhattan  Bank  Luxembourg  SJL 
5 rue  Plaetis,  L-2338  Luxembourg 


The  Chase  Manhattan  Bank 

for  end  on  behalf  of 

Sahaviriya  Steef  Industries  Public  Company  Limited 


January  5,1996 
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CHRISTIE  & C2 


Surveyors,  Valuers  & Agents 


East  Sussex 


Restaurant,  Kwghtsbkidge 

- Well  known  ertabtidted  French 
restaurant. 

• Eu^D«n  pennon  cio6e  to  Harvey 

Nicboh. 

• Circa  100  covers  on  (pound  floor 
and  baseman. 

■ Separate  wine  tar  with  Justices* 
Foil  On  Licence. 

• Aremafised  170  September  1998 
£550000. 

Offers  m excess  or 

£488408  LEASEHOLD 
London  Office 

Rrf00yn&872AVDI 

01712270700 


JtesDHfnAL  Case  Home 
Regstoed  for  16 

■ Substantial  purpose  built  cnension. 

* 10  mgiw  and  3 twin  rooms 

(5  cn  suite). 

* Good  occupancy  levels. 

£275400  reeboid 

Matdnone  Office  RefWFnmVMA  I 

01622  656000 


Leicestershire 


the  Instructions  of 


b 


Hotel 

• 2 Licensed  tan  and  restaurant  (60). 

• SO  « suite  latmg  bedrooms. 

• Good  conference  and  function 
facilities. 

• Leisure  dub  with  pool  and 
£550400  ntBHOLO 

Nottingham  Office 
Ref  57/FT40243/K 

01159483100 


The  Aummaam;  Inn, 
Almondmnk 

• Firsi  class  business,  well  appointed 
ihrougbou. 

• Lounge  tar.  restaurant  (52).  games 
room. 

■ ExceDeu  trading  toeauon. 

• Good  T/O  and  profit  nnipK 
Offers  in  excess  or 
£23MM  FREEHOLD 

Edinburgh  Office  Rjrj  SVFT54317/FDI 

01315576666 


Aberdeen 


Cornwall 


EMI  Dual  Rbgbtebed  Homs 
for  31 

• 21  angles.  6 twins  il2en  stale). 
•25  twrting.  6 resident  taJ. 

Management  run. 

• T/O  30.4.98 1524  J 10.  Net  profit 
£1793)00. 

• 8 person  passenger  lift.  95%  plus 
occupancy. 

• Plans  passed  for  20  tad  ea tension. 

• Good  order  throughout.  Present 
hands  17  yean. 

£775409  FREEHOLD 

Exeter  Office  Rtf  S2/FTTMZ&MBI 

01392259371 


Cafe  Bar 

■ Superb  business.  Much  sought  after 
trading  location. 

■ Amongst  major  multiple  corporate 
operators.  Exrclkat  profits. 

• Open  plan  bar  and  restaurant  area. 
Circa  11.000  aq  fL 

Premium  Smjnmtstn  £120488 
Freehold  NEctnuRLE 

Edinburgh  Office  Rtf  SJFTS43I8/FOI 

01315576666 


The  White  House  Horn. 

■ Famous  hoi  public  bouse  and 
restaurant. 

• Superb  location  overlooking  Whitby 
Golf  Course. 

• 1 1 (erring  bedrooms,  bar,  restaurant 
and  (fining  room. 

- T/O  to  28.3.9S  ana  £361.000  net 

£925488  FREEHOLD 

Leals  Office  Rr]  S4/FT34T2ALC ! 

0113  245  9667 


Officer  at:  London  • Birmin 
Exete3.  - Glasgow  - Ipswich  ■ Lt 
Milton  Keynes  • Newcastle 

ghah  ■ Br:stol  ■ Edinp.'Jp.gh 
=eds  • Maidstone  ■ Manchester 
Nottingham  • Winchester 

•il 

By  Order  of  PANASONIC 

Matsushita  Semiconductor  Corporation  of  America 


UNPRECEDENTED  SALE 


Unused  8”  (,25  Micron)  Capability 

Wafer  Fabrication  Equipment 

All  Equipment  Manufactured  in  1997  or  1998  & 

Complete  5”  Wafer  Fabrication 
Production  Facility 

Vast  Inventory  Available 

Location:  Puyallup  (Near  Seattle),  Wash.,  USA 

For  Detailed  Colour  Brochure  and  Viewing  Contact: 


1 ’HENRY 
BUTCHER 


DaHas  Office  London  Office 

Louis  Murad  Paler  Budden 

Tel:  +■*• 1 (972)  2387766  'Tel:  ++44(0)171  4058411 

Fax:  ++ 1 (972)  238  7433  Fax:  ■*+  44  (0)  171 405  9772 

E-mail:  mforehbusajom  E-mail:  petarJauddenOdiaLt 


http^/wwwJwnry.butcher.corn/masoa 


Self  adhesive 
label  maker 

For  Sale 


RepUen; 

Bax  B6227.  Financial  Thors. 
One  Southwark  Bridge.  London 
^ SE1  9HL  y 


BUSINESS 
SUE  REPORT 


/ The  No.  1 Bang  of  mednm  to  large\ 
f canpanfes  tor  sale  in  the  UR  and  Europe' 


{J/o  £lm+).  Plus  acqutstans.  law 
deds  and  all  UK  reaswnhds.  Ovk  200 
, iw  Mtirony  for  sale  entries  ewry  manft 
t For  subscription  detois: 

\ 0181-875  0200  J 

N.  wmLcitajiet/hsr 


PRESTIGE  HEALTH  * FITNESS  CLUB 
Hfcehe  Martial,  Prime  location.  South  oi 
England.  IP.OOOsqR  nit  Suportuy  Rtted 
Vast  PoKnttal  Bus  £199.950  Hrf  7867. 
TBA  0600634  0646 


FINANCIAL  TIMES  TUESDAY  JANUARY  S 1999 


BUSINESSES  FOR  SALE 


MACDERMOTT  & CHANT 
(GROUP)  LIMITED 

(IN  ADMINISTRATIVE  RECEIVERSHIP, 
DIARY  ADD  PRINTIN C BUSINESS 


The  Joint  Administrative  Receivers,  Neville  Kahn  and 

Richard  Bingham,  offer  for  sale  the  business  and  trading 

assets  of  Otis  diary  and  printing  business,  based  in 

Middlesex,  Cornwall  and  Nottingham. 

Principal  features  erf  the  business  Include 

• excellent  reputation  for  quality  and  superior 
workmanship 

• strong  relationships  with  high  profile  customers 

• niche  supplier  to  top  end  of  diary  market 

• specialist  trade  binder,  with  expertise  in  PUR  binding 
technology,  digital/short  run  print  and  retail  point  of 
sale  material 

• estimated  1998  turnover  £12m 


For  further  information,  please  contact  Karen  Wood  of 
PricewaterhouseCoopers,  Plurntree  Court, 

London  EC4A  4HT. 

Tel:  0171  212  6006.  Fax:  0171  212  6004. 


*Cn>aetrauu<fcapcn  a ertwnwd  bj  *c  Wtfcwt  rt  Omrt  • 
m Engtwd  ml  WMb  ncwiy  an  IncMH  tatno. 


The  Joint  Administrators.  Derek  Howell  and  Stuart 
Madcdlar,  offer  for  sale  the  business  and  assets  of  Harfren 
Wholesale  Co  Limited,  trading  as  Ideal  Bakeries,  an 
innovative  and  long  established  manufacturer  and 
distributor  of  bread  and  specialist  confectionery  products, 
based  in  mid  Wales. 


Principal  features  of  the  business  indude: 

• turnover  c£9m  in  frozen  and  chilled  bakery  products 


modem  freehold  manufacturing  facility,  c40,00C  sq  ft, 
capable  of  40%  growth 


• blue  chip  customer  base 

• experienced  and  skilled  workforce  of  d 50  employees 


• distribution  business  (turnover  c£lm)  operating  from 
two  freehold  premises  in  Aberystwyth  (9,000  sq  ft)  and 
Haverfordwest  (8,000  sq  ft) 


For  further  information,  please  contact  Derek  Howell  or 
Roger  Hale  of  PricewaterhouseCoopers,  Haywood  House, 
Dumfries  Place.  Cardiff  CF1  4BA. 

Tel:  01222  376255.  Fax:  01222  374124. 


ftocmflEtoOUS&OPERSa 


MmnriiewCocfmbiriaMbrlitMkarVaMnlMareie 

BtaiViVMaiic«ra>t<wM«lwu 


In  Administrative  Receivership 
The  Joint  Administrative  Receivers.  R.S.  Preece  and 
AM.  Martin,  offer  for  sale  the  business  and  assets  of 
the  above  company.  The  company  is  the  largest  UK 
OEM  manufacturer  of  loudspeakers. 

The  main  features  of  the  business  are: 


Fully  equipped  freehold  factories  at  Famharn  Lane 
(77,000  sq.ft.)  and  Manse  Lane  (25,000  sq.ft.}, 
Knaresborough,  North  Yorkshire 


Freehold  factory  at  Bradford,  West  Yorkshire 
(77,000  sq.ft) 


Skilled  workforce  of  approximately  80  employees 
Annual  turnover  of  some  E10  million 


Deloitte& 

Touche 


For  further  information  please  contact  the  Joint 
Administrative  Receiver,  Ralph  FYeece  or  Nick 
Edwards  at  R E Ingham  & Company  Limited. 
Telephone:  01423  864321  Fax:  01423  866378 


Autaansed  by  the  institutB  of  Chartered  Accountants  in  England  and  Writes 
to  carry  on  investment  Business. 


Crumax  Magnetics  Limited 

(In  Administration) 


BUSINESS  SERVICES 


The  Joint  Administrators,  W S Martin  and 
T N Birch  offer  the  business  and  assets  of  this 
magnet  manufacturing  company  for  sale 


Is  your  leasing  company 
at  home  in  Europe? 


manufacturers  of  neodymium  magnets 
e\penenced  workforce  and 
technical  expertise 
2 sites  in  the  Southport  area 
recently  acquired  from  previous  owner 
turnover  of  around  £4m  in  nine  months 
since  acquisition 
overseas  customer  base 
high  growth  marker 


www.inglease.com 


INC.?..;.  LEAST. 


For  further  information  please  contact  either 
of  the  Joint  Administrators  or  Geraldine  Rigby 
or  Tracey  Heath  at: 

100  Barbirolli  Square,  Manchester  M2  3EY 
Telephone:  0161  952  1000 
Facsimile:  0161  952  1507 


READERS  ARE  RECOMMENDED  TO  SEEK 
APPROPRIATE  PROFESSIONAL  ADVICE  BEFORE 
ENTERING  INTO  COMMITMENTS 


MU  Ernst  & Young 


SYNTEXT  LIMITED 

■IN  administrative  receivership* 

PRINTING  BUSINESS 


The  Joint  Administrative  Receivers,  Neville  Kahn  and 
Shires,  offer  for  safe  the  business  and  trading  assets  of  this 
specialist  printing  business,  based  in  Nottingham. 


Principal  features  of  the  business  indude 
9 dose  working  relationship  with  Wue  chip  company 


excellent  reputation  as  a specialist  trade  hinder,  with 
expertise  in  PUR  binefing  technology,  digital/short  run 
print  and  rsafl  point  of  sate  material 


significant  investment  in  potential  growth  areas  that 
has  not  yet  been  capitalised  on 


estimated  1998  turnover  £7.5m 


For  further  information,  please  contact  Karen  Wood  of 
PricewaterhouseCoopers.  Plumtree  Court, 

London  EC4A  4HT. 

Tel:  0171  212  6006.  Fax:  0171  212  6004. 


ARM1TAGE  AND  RHODES  LIMITED  - : 

IN  ADMINISTRATION 

The  Joint  Administrators  R.  Robinson  nod  R.W.  Tr^Or offer 
me  joim  :tnd  assets  of  Antonse  rad 


production  of  upholstery  fabrics.  ■ - 

Principal  Features  are:  r _ 

. RcDUinble  Jacquard  Weavers  of  upholstery  fa&ncs  for  die 
residential  and  contract  markets. 

. Well  located  dose  to  the  M 1 and  M62  in  West  Yorkshire: 

• Turnover  in  excess  of  £2  million. 

. 20  Looms  with  mom  for  a Amber  10, 

• State  of  the  art  warping  facilities. 

• S5.000  sq.  feet  premises  on  short  term  lease. 

. 34  multiskillcd  employees-  

• Well  established  relationships  with  key  customers. 

• Extensive  CAD  design  archive*  and  innovative  product-  - 

portfolio  , 

For  farther  details  please  contact  Rjtobioson  or  G-NXcc: 

BEGBIES  TftAYNOR  ‘ 

Elliot  House  MM 

151  Deansgaie  ■« 

Manchester 

M3  3BP  H 

Telephone:  0161  839  0900  HBI 

FacsznBIie:  01618337436  - 


PRimiQ&MJsKcOPERS 


PCF-  CHRISTIES  PANEL 
VTOridwidB  PRODUCTS  LIMITED 

II  (in  Administration) 


The  Joint  Administrators.  Keith  Morgan  and  Fred 
Satow,  offer  for  sale  the  assets  and  busines^  erf  a 
leading  fitted  furniture  manufacturer  and  retailer 
based  in  Bristol. 


The  Joint  Administrators,  Neville  Kahn  and  Chris  Hughes, 
offer  for  sale  the  property  rights  and  interests  in  its 
network  sites  and  las  appropriate)  foe  material  assets 
installed  thereon. 


Principal  features  of  the  business  are: 

• annual  turnover  approximately  £20m 

• specialising  in  bedrooms,  kitchens,  bathrooms 
and  home  studies  furniture 

• extensive  range  ol  woodworking  equipment  and 
paint  finishing  facilities 

• 79,000  sq  ft  leasehold  premises,  depots  at 
Clevedon.  North  Somerset  and  Luton, 
Bedfordshire,  and  46  showroom  concessions 


Principal  features  of  the  disposal  indude  up  to: 

• 1 7 switch  sites  and  structures 

• cTOO  sites  in  total 


• c400  sites  operational  with  an  established 
radio  network 


structural  installations 

installed  telecommunications  cabins  and 
transmission  equipment 

for  sale  as  a whole  or  network  segments 


For  further  information  please  contact  the 
Joint  Administrator.  Keith  Morgan,  at  the 
company's  premises. 

Christies  Panel  Products  Limited 
First  Avenue 

Royal  Port  bury  Dock  Estate 
Port  bury 
Bristol  BS20  7XP 

Tel:  (01275)  378000  ■ J 

Fax:  (01275)  378090  t. 


Ip  cwy  w *uo<  anJoflioMDiitoanvB1 

Erc*M  ana  Warn 


PANNELL 

KERR 

FORSTER 


tin Ml  f 

\)\l  ; w i V i I i 


For  further  information,  please  contact  Mark  Priest  or 
Graham  Stenning  at  lonica  pic  (In  Administration), 
Cowley  Road,  Cambridge  CB4  4AS. 

Tel:  01223  223350.  Fax:  01223  223103. 


SELLING  YOUR  BUSINESS? 


ftaCMfifclHOU5F(CDPB8 


Wl-  tave  die  skilfc  andnpetMax  to  jdurve  die  Im  pnee  for  your 
faira,  and  anuXtoclbedeal  u irtiicvc  auMnnim  bix  cifinrory. 

If  vnu  air  L-oo»tcfcnnp  a side  jiklycw  Wnvwcr  oxcsxh  Llm. 
we  wuukl  bte  In  Ldk  Id  >ou. 

Our  uhups  are  hroed  Lately  an  rcsuUs. « )«i  lave  Lille  to  Ioal  For  a 
ccnfi taata  iUmnsimi  wuhaia  coDnnnnx-r*  pioec  ixmucr  Lamx  Btkistonc  JR 


rrmatotowOMpcn  • MhsriMd  br  tods*  ol  ChaMd  AOD-ttt, 

b Es^wd  and  » cvy  to  iMionn  tortwu 


ftkickstnne 
I ranks 


-C  r,..lik'  .*<  "-‘MU  I •: i ^ 
- S:-:.-:.  ■ -f.  ■ ■ i IL 

:.-v  •••:•"■!  . o:'i  :*u 

.-.il.  .i -i,-. : * r . . ' t -.  > . .• 


By  order  of  tbe  Adnimistralor 
Martin  H Linton,  FCA,  FSPI 
of  Leigh  & Co 
RezCRANDLEY 
MARKETING  LIMITED 
Offers  are  invited  for  the 
business  and  assets  of  this 
established  niche  market  mail 
order  house  with  turnover  in 
(he  order  of  £5 mill  ion  pa. 
Please  Tax  in  Gist  instance  to 
the  Administrator's  Ager 


CONTRACTS  & TENDERS 


— - • 

.j  ..  Ai 


ETBA 

Finance 


•OULDS-1NGHAM  LIMIThD 


342  Hum  Road.  LoBdon.  VOT2HP 
Fax:0171-266  2667 
or  01 7 1-286  8200 


ECONOMC  4 FINANCIAL  SERVICES  SLA. 

ANNOUNCEMENT 

HRST  INTERNATIONAL  PUBLIC  TENDER  FOR  SALE  OF  THE  ASSETS 
OF  “THE  COMMERCIAL  & INDUSTRIAL  COMPANY  FOR  THE  SALE  & 
RECYCLING  OF  METALS  SJV."  known  as  “REMET  S-A.” 


ETBA  FMANCE  ECONOMIC  S FWtANQAL  SERVICES  SA,  eosbCstwd  to  Athens  (1  Eratosttanow  & Vta.  Canstatanou  Sts.),  h 
to  capadty  «•  apacW  fcjuktar.  by  vhtoe  o»  Ctecfcton  No.  465911098  ol  lha  Adlans  Coat  o(  Aopeoi,  rt  too  above  company  aMcIi  4 
ki  roedalfiiiidBtian  as  per  arMe48oal  Law  1892(1990,  as  B^fdomnied  lay  artda  14  d Law  2000(1991  as  cumtaf  n torca 


Recruitment  Business 

For  Sole 

♦ Retirement  sede  I 

♦ VrKSustrtal  sector,  mainly  I 

temporary 

♦ Turnover  97/98  over  £5m 

♦ Strong  growth  prospects 


ANNOUNCES 

a Firat  taamatknaJ  Pubto  Tataar.  wto  seated,  btndna  oBas  tor  tha  sote  ol  #»  total  assets  o*^ TWE  CCWBAERCIAL  4 INDUSTWAL 
00MR4NY  FOR  TtC  SALE  A RECYCLING  OF  METALS  SATHEMETS  A.”). 


Reples: 

Boa  B6228.  fhrtid  Times. 
One  Souttrwork  Brtdga. 
London  SE 1 9HI 


Summary  date  on  tfta  company  taidar  liquidation  j 

*TT,COO>H4ERCIAL  A INDUSTWALCOMRANY  BOB  THE  SALE  A HECVCLWG  OF  METALS  SlA^  (HEMET  SAT  raana  a factory  j 
In  tha  hdifita  aone  of  Pttas  tor  totop,  liduinHI.  eaportno.  ptatoQ,  ptoaaaifl  and  acyJng  tonous  and  navtonu  iratah. 

cablas  of  al  types,  soap  metal,  as  wol  as  MsMadviatogr  products  and  maddneiy  a(  al  (ypaa. 

The  wK  it  InstaM  on  a ss^wnad  pfar  totaHng  5029  rrrin  area  which  Is  toncad  as  around  and  ractangubr  h sftepe  and  faces  a 
pawd  road  Ttioe  IS  a rmgh  bridpa  by  the  careral  etaranoe  ol  Die  Open  eroa. 

The  hMg  h wtddt  production  takas  place  Is  an  mr  in  araa  and  also  has  a shad  34257  m*  In  area  ptos  a mil  etaanc  power 
company  bUtatog  18  in'  In  area.  The  buUtog  has  been  constnrotad  «Hh  praUMcatad  rainCoroad  ccncrata  aadtons  (beta  wafia  and 
coWiQb).  wdi  cement  doors  and  mated  arindew  and  door  tmmea. 

The  machentealaqulpmeris  la  sUtabta  far  toe  taowmwnlionad  company  operaMona. 


TfemnsatlheAnnouncamant 


BUSINESS  SERVICES 


t.  Tha  tender  w«taconductad  to  sccortonce  wih  toe  provtoianaorardde^flo  of  Caw  18927(800  as  ■JppfementBd  by  artete  Id  of 
Low  2000(1991  as  cunandy  to  tores:  the  tarns  contained  in  the  present  Amouvsemem  and  the  terms  ccrtalnod  to  the  Olladng 
MemorendUm.  regaidaes  of  whether  or  not  they  are  repeated  In  tha  present  The  submtaston  of  a tandtog  o*er.  ImpBes 
acceptance  of  el  these  tarns. 


2.  tote raeted  profiee  may  obtain  a detatad  OBertoB  Memowindum  and  art  tor  any  after  totarmattun  on  stflnature  of  a cottodenteay 


Call  the  U3.  from: 
France 200. 

Germany.... 

2U 

340 

32# 

li.K. 

170 

a Merestsd  parties  are  tovttad  to  stamli  a saaled.  Wndtog  offer  to  the  Athene  notary  public  assigned  to  the  tender.  Mrs. 
Conatandra  A Vasstoou  ai10«  Asotou  8tr«ei,  Athene,  tot.  (301)  3217222  by  12  noon  on  Thuredsy,  280>  Jareomy  1999. 
dare  must  be  submfitod  to  person  or  1*  a legally  authorised  representative.  Oftem  srimtoed  beyond  tie  tone  M wE  not  be 
ecocped  or  takon  tab  acntatanOon.  Otters  muai  nor  comaro  terms  upon  aMch  ihotr  Undtnp  quafily  w*  depend  or  wHch  creele 
vetynnass  wth  regard  to  toe  amort  or  toe  method  rt  payment  c4  the  offered  price  or  with  regent  to  any  after  eesenfe)  potato 


4.  Oners  must  be  eccompentod,  »>  peroffy  of  canoetalton  ^ ffie  aflec  by  a tetter  o(  duaranne  nan  a Bit  ctass  tank  legaffy  opaning 

In  Greece,  to  the  amours  eff  titty  nMon  drachmae  IGOR  50.000.000)  as  per  strodtan  contained  In  the  Offartng  Memorandum. 
vald  uaff  KwecDmfcrtton  tor  low  tedders  ana  atMaanattee  <X  fte  corttact  far  BtahtfrosttaBder.  j 


ft  The  offeree*  be  opened  by  toe  aboi»mer«oned  notary  to  her  office  al14d»  bouts  on  Thuredey,  29  Januay  1999.  Intereead  , 

paittCB  who  hew  wtoTittBd  UnOng  offaa  arisen  the  Vme  Htrda  are  enttad  to  oBand  toe  opanrog  at  ttie  Uters. 


InsbntActivafion 
Flier-Optic  Networks 
ItEfjrfzHd  6-Second 
Ideal  for  Home,  Office, 
Hotels  and  Mobile  Ffonies 


& The  aaateA  tavtog  taste  must  epeoficaly  stare  Bn  tasted  emourt.  in  what  currency  end  Bn  method  at  payment  twhataer  In  ! 
cash  or  cn  oeta).  In  the  evert  that  paymemtsio  been  credtl  Bn  offer  must  tfafe  the  nuitoerot  bstatontite.  nhi  ttwy  are  Iota  . 
twdmd  the  Harass  rtae  dunng  the  etara  period  iro  to  flnai  eeniemenL  It  mereton is  not  mode  d a)  the  method  ct  peymort  b) 

whstoer  toe  balance  on  credtwfi  bear  totorea  or  not  cj  toe  mto  at  Interest,  than  a wB  be  conespondtogly  deemed  tfiat  a)  the  i 
arwxrt  be  pakJ  to  cash,  b)  the  batarpea  on  crodi  »<•  ml  bear  Interest,  c)  ttn  rate  ct  Intornst  lor  Bw  botance  cti  crtaB  wSf  be  I 
catoutatta  on  toe  ntereg  rate  ottta  latest  raw  effetata  bonds  otorn  year*  tfaraaon.  and  tfitaecuwencyshai  be  in  dtactiinas.  | 

7.  The  toettey  Is  offered  tar  any  Ural  at  praducBon  that  Bio  pwcha3er  may  chooee.  In  any  event,  honouer.  Bn  purchoeer  must  M tto  ! 
own  tc^iuiu^  and  care,  see  to  tha  comeepondtoy  isstaig  ot  me  necesaary  work  pauifc.  | 


Agent  toqufries  Imbed 

Tel:  13063783830 
Fax:  13063783831 
417  Second  Avtrnc  Wien 

Seattle.  Wt  l 98119  USA 
www.k9llbxk.com 
Email:  tnfot3katlbxk.com 


e.tntoeevertotpalpeyTTierttaoecK.ttapresertw^vtatatalwtotoarxixH.etadiwfflbecafaiatodwflhltieHtMaratoot 
re  oi  one  tithe  cto  to  matte  htcftt^cunoncy.  far  to  coiTwoibkj>>rta^advnaa.»o 

pres  ot  tho  Bn  A of  Qreeoa  an  ttio  ftttfdzylbrtfH  aubfnbs^ovi  of  offers  to  the  present  lander  wfl  bo  usod 
S~  Tt^.!??h^  b^ief  ta.  ^ ^ <**»  ^ o*mmed  by  the  creator  ETBA  SA,  ngowtog  too  proposal  to  Ufa 

efled  by  the  to  ba  the  most  atasiactory  tor  toe  osdtore  ol  the  company  h Bquittotton. 

rn^ia  up  toe  mmarys  a-oeta  eha»  be  soto  ns  is  and  wham  s'  and,  more  specatcaCy.  in  tod*  actual  md 
toga  wutMkjn  and  ffi  toe  piace  where  they  ore  rebated  on  the  day  oi  signature  ol  toe  seta  contract.  The  Bqtatator  end  toe 

taaaaey  ttasenpten  ct  town  n the  OSortog  Uamorandum  Interestad  parties,  should,  wilft  tota  own  moans.  dBgence  and  i 
. ?"!  v|P*??-.lQ°lt  tatowta  tomi  toaa  own  ocoassmoni  d the  ctyecte  tar  stag  Tho  submtoston  cl » 

eoer  tmpfes  that  the  rtnestod  party  Is  faly  ewaro  of  the  legal  and  actual  state  al  Bn  cbtects  tor  solo. 


n.ln  BmavOT  Baithe  peretn  towtnmttn  eseoa  rf  Bn  conpany  under  jquxattan  arp  gt»«Sa»»d  bds  In  tss  oMqpmr,  to  iroixnr 
and  place  spectoad  totoeitxdaWs  tovtatm.  n enter  lo  sign  toe  rttoye  contract  to  jocontanco  mto  the  forms  ol  toe 
prwonfArwotfKaiwrt  and rfhfc  offer,  as  ftnely  composed,  toon  toe  quaiantoo.  as  Hbova.  te  tarMtod  In  laveu- olthe  haJdatar 
5**”*  ^^tot^alespensesotanyKIntltirne  spent  and  real  or  paper  toasoe  sugaincdL  wBh  no  ohamBtro  w 
piuJdraprtrtrtaHi.oroaisMyltaanwHtaapenaltyatoiiaenvfailiicldlanitooflujjAa  IwnA 
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Embracing  change;  TrudelPs  appointment  as  the  most  senior  woman  in  the  US  motor  industry  Is  a recognition  by  GM  of  the  need  for  innovation  Photographs:  Sinead  Lynch 

INTERVIEW  CYNTHIA  TRUDELL,  SATURN  CHAIRMAN 


Different  kind  of  boss 


She's  an  ‘outsider’  but  the  new  head  of  the  GM  subsidiary  is  just 
has  proved  adept  at  adopting  novel  ways  of  working,  writes  Haig 


different  kind  of 
P company:  a different 
kind  of  car"  is  how 
Genera]  Motors  describes  its 
ttViUni  subsidiary.  Now  all 
:«ic  spin  doctors  have  to  add 
'Ts:  “A  different  kind  of  chair- 
man". 

At  the  Detroit  motor  show 
this  week  ."Cynthia  TrucieU,  a- 
45-year  old  Canadian,  will 
join  the  new  models  on  dis- 
play in  her  first  big  public 
appearance  since  being 
appointed  the  boss  of  Saturn 
last  month. 

The  move  marks  an  impor- 
tant step  for  .Ms  Trudell.  who 
spent  the  previous  three 
years  running  1BC,  a UK- 
based  GM  subsidiary  build- 
ing sports  utility  vehicles. 
But  the  move  is  also  a signif- 
icant symbol  for  GM.  Her 
promotion  makes  her  the 
most  senior  woman  in  the 
US  motor  industry.  More 
important,  it  suggests  a 
jT 'eater  openness  at  GM  - 
■'.ill  dominated  by  North 
1 nun- r icon  veterans  and 
noticeably  less  diverse  than 
its  closest  rival  Ford  - 
at  a time  of  unprecedented 
change  in  its  business. 

Ms  Trudell ‘s  promotion 
comes  as  apt  recognition  of 
her  achievements  at  IBC. 
The  run-down  Luton  plant, 
which  used  to  make  light 
vans,  gained  a new  lease  of 
life  when  it  became  GM's 
sole  European  source  for 
sports  utility  vehicles.  At  its 
peak,  the  Luion-built  Frou- 
ti-ra  mode!  was  Europe's 
most  popular  mud-buster. 

The  Frontera  has  since 
lost  that  crown.  But  the1 
smooth  transition  last  Sep- 
tember to  a new  model  and 
GM  s decision  in  buy  out 
Irazu,  im  joint  venture-  part- 
ner  at  IBC.  lmih  came  under 
Ms  TrtidcU's  stewardship. 

, After  a career  spent 
vJftily  in  production  - she 
A a big  US  plant  before 
taking  over  IBC  - the  shift 
to  Luton  gave  her  the 
chance  “to  gel  some  breadth 
and  depth  in  general  man- 
agement". 

IBC  was  :ui  invaluable 
Iraroing  experience,  she 
says.  Not  only  did  she  run 

her  own  show  for  the  first 
time,  hut  ICC  was  also 


unusual  within  GM  for 
working  intimately  with 
other  big  car  companies. 

The  first  was  Isuzu.  the 
Japanese  vehicles  group  in 
which  GM  has  a controlling 
stake.  The  Frontera  is  based 
on  Isuzu's  Rodeo,  customised 
for  the  European  market. 
The  close  “ co-operatfon 
required  with  the  Japanese 
to  alter  the  vehicle  “gives 
you  rare  insight  as  an 
executive  in  leading  these 
sorts  of  partnerships", 
she  says. 

Isuzu  was  followed  by  Ren- 
ault - the  French  vehicles 
group  with  which  GM  is 
developing  a new  line  of 
vans,  also  to  be  built  in 
Luton.  “Again  you  have  a 
different  culture  and  way 
of  doing  business. 
IBC  has  taught  me 
adaptability.” 

Having  earned  her  stripes 
running  her  own  show,  the 
approachable  but,  by  all 
accounts,  steely  sharp  Ms 
Trudell  seemed  destined  for 
greater  things. 

Her  I^ce  should  fit  at  Sat- 
urn. Established  in  the  mid- 
1980s  as  GM's  answer  to  the 
rising  tide  of  Japanese 
imports,  Saturn  was  widely 
seen  as  one  of  the  few  suc- 
cess stories  in  an  otherwise 
grim  decade  for  the  world's 
biggest  carmaker. 

Based  at  a greenfield  plant 
in  Tennessee,  the  operation 
pioneered  what  were  for  GM 
novel  concepts  such  as  team 
working,  flat  hierarchies  and 
close  union  Involvement  in 
decision  making.  From  the 
start,  Saturn  was  distinctly 
- and  deliberately  - differ- 
ent from  the  rest 
of  the  bureaucracy-laden 
group. 

Appointing  a 'woman  to 
the  top  job  continues  that 
innovative  tradition.  Innova- 
tion is  certainly  required 
now  Saturn’s  star  is  starling 
to  wane.  Alter  a tremendous 
start,  salts  have  slipped  in 
recent  years  as  US  buyers 
have  drifted  away  from  the 
conventional  cars  Saturn 
builds  to  sports  utilities  and 
people-carrying  “minivans?. 

That  has  changed  Saturn’s 

dilemma  from  how  _ to 
squeeze  more  production 


from  Its  massive  Spring  Hill, 
Tennessee  plant  to  how  to 
maintain  interest  in  its 
restricted  three  model  range. 

Saturn's  customers  are 
famously  Joyal  - about 
44,000  turned  up  at  the  plant 
for  its  10th  anniversary  in 
1994.  But  even  their  loyalty 
has  limits  whan  its  products 
no  longer  correspond  to 
most  drivers'  requirements. 
In  November,  for  the  first 
time,  sports  utilities  and 
minivans  accounted  for 


"Very  few  car 
companies  today 
have  the  ability 
to  go  it  totally 
alone1 


almost  51  per  cent  of  the  US 
market  Their  popularity  at 
the  expense  of  conventional 
saloons  is  expected  to  con- 
tinue. 

Help  is  on  the  way.  This 
year  should  see  the  arrival 
of  a new,  larger  Saturn 
saloon,  built  at  a GM  plant 
in  Delaware  where  workers 
accepted  Saturn- style  flexi- 
bility to  preserve  their  jobs. 
Among  other  innovations  to 
maintain  sales  have  been  the 
addition  of  a small  side  door 
on  Saturn's  coupfe,  giving 
better  access  for  rear  seat 
passengers. 

Ms  Trudell,  who  spent  a 
week  at  Spring  ECU  and  at 
Saturn's  administrative 
headquarters  north  of 
Detroit  last  month,  refuses 
to  say  whether  Saturn’s  own 
sports  utility  and  minivan 


what  it  needs  for  she 

Simonian 

are  on  the  way.  While  admit- 
ting such  products  “are  not 
going  to  be  immediately 
available",  she  notes  that 
one  of  Saturn's  most  distinc- 
tive features  has  been  its 
willingness  to  listen  to  its 
dealers.  Many  analysts 
expect  such  models,  but  not 
for  some  time. 

Maintaining  Saturn’s  dis- 
tinctiveness when  GM  is 
going  all  out  for  global  econ- 
omies of  scale  will  be  Ms 
Trudell's  other  big  chal- 
lenge. She  will  have  to  tread 
carefully.  Recent  months 
have  seen  friction  at  Opel, 
GM’s  biggest  European  sub- 
sidiary, as  German  engineers 
have  grown  increasingly  dis- 
heartened that  their  com- 
pany - now  responsible  for 
all  GM’s  non-US  vehicles  - 
may  be  losing  its  distinctive 
high-tech  German  identity. 

Ms  Trudell  will  have  to 
fight  to  ensure  Saturn 
retains  its  special  character 
- even  if  its  cars  inevitably 
become  swallowed  up  in 
GM’s  global  standardisation 
drive.  “Very  few  car  compa- 
nies today  have  the  ability  to 
go  it  totally  alone",  she 
notes.  Her  priority  will  be 
“to  ensure  Saturn  maintains 
competitive  strength  with- 
out losing  what  is  core  to  the 
business".  While  Saturn 
must  retain  its  brand  image, 
“we  need  to  leverage  with 
GM  wherever  we  can,"  she 
says. 

So  far,  the  risks  seem  lim- 
ited, not  least  because  Sat- 
urn's most  distinctive  fea- 
ture remains  its  innovative 
retailing  system  - which  GM 
wants  to  emulate  in  all  its 
subsidiaries  rather  than  to 
submerge. 

She  is  full  of  praise  for  the 


light,  airy  dealerships  which 
distinguish  Saturn  from  the 
decrepit  lots  of  many  rivals. 
And  Saturn's  straightfor- 
ward. no-haggle  approach  to 
selling  cars  will  remain  one 
of  its  most  distinctive  fea- 
tures. she  says. 

“It’s  still  the  same  level  of 
technical  understanding  of 
the  product  and  just  a genu- 
ine desire  to  inform  the  cus- 
tomer", she  says.,  admir- 
ingly, after  a sneak  visit 
to  a Detroit  dealership 
last  month. 

She  also  claims  to  be  unde- 
terred by  the  risks  or  becom- 
ing swamped  in  GM's  notori- 
ous bureaucracy  after  three 
happy  years  of  relative,  inde- 
pendence in  the  UK. 
Although  slimmer  than  in 
the  past.  GM  remains  a 
byword  among  analysts 
for  tortuous  decision 
making. 

“1  don’t  see  the  level  of 
bureaucracy  that  I’ve  seen  in 
the  past,"  she  says.  “There  is 
less  tolerance  for  that  at  the 
top.”  The  change  has  been 
brought  about  largely  by  the 
steady  erosion,  in  GM's  share 
of  the  US  car  market  from  a 
historical  high  of  50.7  per 
cent  in  1952  to  barely  30  per 
cent  today. 

“I  do  see  a change.  There 
is  a sense  or  urgency.  People 
are  saying:  'What  are  our 
options?  What  data  do  we 
have?  Let  us  plot  our 
future.'" 

For  many,  the  appoint- 
ment-of  an  outsider  like  Ms 
Trudell  to  the  male.  Ameri- 
can-dominated. top  echelons 
of  GM  is  a gratifying  indica- 
tion that  the  group  realises 
bow  much  its  culture  must 
change  if  it  is  to  achieve  Its 
ambition  of  not  only  manu- 
facturing globally,  but  hav- 
ing the  corporate  culture  to 
match. 


INDIAN  INVESTMENT  COMPANY 

5KX1L-  Jlnwstw*  Itwrta  Vartat** 

SM*  M&il  a?  SsUcvaidfloyal.  L-24«  Luxembourg 
RC  LineiTCaurg  B+5263 

HtmCEOFUEETWO 

VfrteM  the  piMswe  =*  ««img  V~  ' 
staWK** <n  whan  t«  t«M  oft  Jammy 

" "-".BodPViinJ  Roy.il.  L-MiRUMcrnbourB.  Mmtt»U1ii«mgagonaa. 
AGENDA 


affiant  4: 


AENSC 


tyrant 

2 Approval o: au balanrc pmh and h® 

^ tor  010  otedton  * fSESfi^SSE 

Karen  autos.  Gauum  )Cia«tt  and  U*V 
.ana  Sj  rl.  as  Autfwra  Iw 

Pm  stefCMttot  am  *fc*s*3  th* S ffKnc pnMMv 

Art  tv  flottsMB  b*  ttten  * *e  ™«n«pnH*ni w 

KwseMxi  ai  tfw  Meeting.  Each  sham  aonHfcd  ta  ona  vo».  A shareholder  may 

ofo nyWoobHgbypmxjL  By  order  dtheBotidOlDWdO" 


"You  have  a different  culture  and  way  of  doing  business. 
IBC  has  taught  me  adaptability1 

Cynthia  Trudell 


INFORMATION  TECHNOLOGY  LABORATORY  NOTEBOOKS 

Research  made 
an  open  book 


Scientists’  data  can  be  made  more  widely 
available  thanks  to  Kodak’s  new  electronic 
system,  writes  Michael  Kenward 


To  most  research 
scientists  their  labo- 
ratory notebooks  are 
everytiiing.  This  is  where 
they  jot  down  ideas,  the 
objectives  and  results  of 
experiments,  with  the  essen- 
tial details  of  the  methods 
employed.  Notebooks  can. 
even  become  crucial  legal 
documents  when  it  comes  to 
showing  priority  in  patent 
disputes. 

Laboratory  notebooks  con- 
tain far  more  information 
than  appears  in  the  public 
record.  They  coi  ain  details 
of  experiments  that  went 
wrong,  techniques  that 
didn't  work  or  chemical 
reactions  ’hat  failed.  Such 
detail  usually  goes  missing 
when  researchers  write 
papers  for  scientific  journals. 
Yet  “failures"  can  be  as 
important  as  successes  for  a 
company,  if  only  to  prevent 
someone  else  going  down  the 
same  blind  alley. 

Until  recently  laboratory 
notebooks  were  essentially 
the  individual  scientist's  ter- 
ritory.  more  of  an  aide- 
memo.  e than  a public  docu- 
ment. 

But  now  Kodak,  the  US- 
based  photography  and 
imaging  company,  has  devel- 
oped an  electronic  version  of 
the  laboratory  notebook  at 
its  research  centre  at  Har- 
row in  the  UK  The  notebook 
is  built  around  International 
Business  Machines'  Lotus 
Notes  software  - the  com- 
pany already  used  Notes  as 
its  standard  groupware  and 
messaging  tool. 

The  electronic  notebook 
provides  a standard  set  of 
tools  to  record  the  scientists' 
work  - the  aims,  methods, 
results  and  conclusions  of 
R&D  projects.  In  this  way 
researchers  can  collaborate 
more  easily  with  their  col- 
leagues in  other  laboratories. 
At  Kodak,  for  example,  the 
software  has  already  begun 
to  help  teams  in  the  UK  and 
the  US  to  work  together. 

Notes  software  has  several 
advantages  for  such  a proj- 
ect It  allows  programmers 
to  write  prototype  systems 


that  they  raw  easily  change. 
“If  it  is  not  quite  right  you 
can  fix  it  quickly,”  says  Jon 
Waterhouse,  head  of  the 
project  at  Kodak  and  a mem- 
ber of  the  company’s  infor- 
mation systems  department 
Another  benefit  is  that  the 
software  can  be  adapted  to 
how  scientists  work.  "Their 
job  is  to  do  something  differ- 
ent every  time,"  says  Simon 
Coles  of  New  Information 
Paradigms  (Nlpj,  the  soft- 
ware R&D  company  that 
developed  the  electronic 
notebook  for  Kodak.  "What 
we  are  trying  to  do  is  to 
accommodate  their  natural 
way  of  working,”  says  Mr 
Coles.  Notes  makes  this  pos- 
sible because  it  can  file 
unstructured  information 
more  easily  than  conven- 
tional Halahacix 
Kodak  decided  to  develop 

There  has  been 
an  increased 
acceptance  of  the 
need  to  share 
data1 


the  notebook  to  increase  effi- 
ciency in  R&D.  But  scien- 
tists are  notorious  for  their 
individuality.  The  whole 
idea  of  an  electronic  note- 
book, says  John  Trigg,  of 
Kodak’s  analytical  labora- 
tory. is  to  deliver  R&D 
“without  burying  it  in 
bureaucracy”.  The  company 
wanted  a tool  that  would 
reduce  the  time  taken  to  do 
research.  Mr  Trigg  points  to 
several  benefits  from  the 
notebook.  To  begin  with  it 
improves  teamwork  by  shar- 
ing information.  It  also  inte- 
grates different  types  of  data 
and  eliminates  some  paper- 
work. Here  the  software 
helps  by  making  it  easier  to 
transfer  data  from  the  elec- 
tronic notebook  to  reports 
without  the  risk  of  introduc- 
ing transcription  errors. 

"The  system  has  become 


widely  popular,  within  a 
very  short  timescale,  with 
Kodak  scientists  at  the  Har- 
row site,”  says  Mr  Water- 
house.  The  company's  1.10 
- scientists  there  use  the  elec- 
tronic notebook,  along  with 
people  who  need  ta  retrieve 
scientific  data.  It  is  nut 
always  easy  to  persuade  sci- 
entists thousands  of  miles 
away  to  rethink  how  they 
work,  but  the  idea  is  catch- 
ing on.  "There  is  a small 
committed  group  of  users 
based  at  our  Rochester  [US] 
plant,  some  of  whom  work 
closely  with  colleagues  at 
Harrow  using  the  electronic 
laboratory  notebook." 

The  notebook  is  still  beio-' 
developed  but  bas  already 
led  to  a cut  of  10  per  cent  or 
so  in  the  time  it  takes  for  the 
company's  analytical  labora- 
tory to  produce  results. 

The  next  step,  says  Mr 
Waterhouse,  is  to  enhance 
the  software  to  handle  the 
formulae  and  reactions 
chemists  work  with.  While 
there  are  database  systems 
that  can  hold  this  informa- 
tion, he  explains,  there  isn’t 
anything  that  can  hold 
details  of  chemical  react  ions 
that  do  not  work. 

As  Mr  Waterhouse  puts  it. 
it  is  impossible  for  an  indi- 
vidual researcher  “to  access 
the  company  knowledge 
base  easily,  to  ask  questions 
such  as  ’Has  someone 
worked  on  this  before,  did 
someone  do  something  sum 
lar,  was  it  a success  or  a 
failure,  who  should  I talk  to 
in  order  to  find  out  about  a 
given  subject?'  An  electronic 
laboratory  notebook  enables 
efficient,  secure  access  to  the 
company  knowledge  kimr." 

It  is  not  just  group  activity 
that  benefits  from  an  elec- 
tronic notebook.  Individual 
researchers  find  it  helps 
them  to  plan  their  own  work 
more  efficiently.  The  note 
book  is  changing  the  atti- 
tudes of  scientists,  says  Mr 
Waterhouse.  “Chiefly,  there 
has  been  an  increased  accep- 
tance of  the  need  to  share 
data  rather  than  keep  it  pri- 
vate until  publication  time.” 

Nip  wants  to  develop  the 
electronic  notebook  for  other 
companies.  Mr  Coles  says 
there  is  nothing  like  it 
already  on  the  market. 


Note  taking  cannot  remain  just  one  scientist's  territory 


Hutton  Getty 


Fuji  Capital  Markets  is  pleased  to  announce 

the  following  staff  promotions: 
Managing_Director 

Yuji  Goya  Gregg  Rapa  port  Yunho  Song 

Associate  Director 

Christopher  Mount  Wayne  Schlettcr 

Vice  President 

Takeshi  Goto  Takeshi  Horigome 

Michael  Hawxburst  Sa garni  Muramaisu 

Ben  Piela 

Assistant  YkrePresident 


Frederick  Au 

Joseph  Hynes 

Joseph  Butler 

Shakcel  Jaswol 

Timothy  Carroll 

Phyllis  Lai 

Marisol  Collazp 

Connie  Marshall 

James  Davis 

Neeta  Shah 

Kathy  A_  D'Oro 

Riwrn  Tjokronolo 

AssjgtaM.Tirasinrer 

Carter  Bateman 

Bosom  Mona 

Joseph  Boyer 

Ken  Miyagawa 

Milton  Calle 

Nancy  Natale 

Thomas  ina  Choi 

Naoko  Nishi 

Rupert  Howell 

Asim  Shrvji 

Associate 

Ethan  Bauch 

James  M.  Finnessey 

AdsdnlattM&BAaiatiai 

Woleska  Serrano 


New  York 


FUJI  CAPITAL  MARKETS  CORPORATION 

A Subsidiary  ofThe  Fuji  Bank,  Ltd. 

London  Hong  Kong 
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PEOPLE  & ENVIRONMENT 


James  Cbrlc  promoting  chemistry  in  its  wktast  seme 

ENVIRONMENT  GREEN  CHEMISTRY 


Formula  for 
a fresh  focus 


Environmentally  friendly 
chemical  processes  are 
the  priority  of  a new 
initiative,  writes 

Simon  Hadlington 

W 'V  Over  the  past  two  or  three 
Vears.  the  chemical  indus- 

K_ 1 try’s  tarnished  image 

worldwide  has  spurred  the  devel- 
opment of  processes  and  technol- 
ogies that  result  in  more  efficient 
chemical  reactions  that  generate 
little  waste. 

The  trend  Is  called  “green 
chemistry.”  and  has  led  to  a 
number  of  initiatives  appearing 
around  the  world.  In  the  US.  a 
Green  Chemistry  Institute  was 
established  recently,  while  last 
year  India  staged  its  first  green 
chemistry  conference. 

“The  concept  of  green  chemis- 
try was  first  articulated  in  the 
early  1990s  but  has  gained  wider 
currency  only  in  the  last  two  or 
three  years.”  says  James  Clark  of 
York  University  in  the  UK. 

Prof  Clark  is  one  of  the  princi- 
pal founders,  and  first  director,  of 
the  Green  Chemistry  Network,  a 
UK  organisation  due  to  be 
launched 

early  this  year.  It  aims  to  pro- 
mote practices  that  reduce  the 
environmental  impact  of  chemi- 
cal processes  and  products. 

He  and  his  fellow  organisers 
hope  the  initiative  will  also  go 
some  way  to  improving  the 
chemical  industry's  public  image. 

The  aim  of  the  new  network 


will  be  to  bring  together  anyone 
with  an  interest  in  green  chemis- 
try. to  organise  training  courses 
and  conferences,  and  to  work 
with  educationists  to  produce 
teaching  materials  for  schools 
and  universities. 

“The  two  most  important 
aspects  of  the  network  are  in 
education  and  in  promoting 
chemistry  in  its  widest  sense.  It 
is  very  important  for  the  subject 
and  the  industry  that  we  seek  to 
Improve  its  image  by  showing 
that  we  are  concerned  about  its 
environmental  impact  and  that 
we  are  making  a real  effort  to 
improve  things,”  says  Prof  Clark. 

Alan  Curzons,  a member  of  the 
Environmental  Product  Steward- 
ship group  at  SmithJOine  Bee- 
ctaam,  one  of  the  world's  biggest 
pharmaceutical  companies,  is 
enthusiastic  about  the  project. 
“The  network  will  help  to  gener- 
ate a global  overview  of  research 
in  the  broad  area  of  green  chem- 
istry, and  so  will  assist  in  allow- 
ing research  to  develop  along  the 
right  lines.  I think  it  is  important 
that  we  see- a more  needs-driven 
research  programme.” 

Mr  Curzons  believes  the  net- 
work will  have  an  important  role 
in  educating  chemists. 

“Green  chemistry  is  very  much 
at  the  front  end  of  the  chemical 
process  - it  is  much  more  than 
merely  waste  prevention.  In 
many  respects  It  Is  a ’mindset' 
thing,  to  get  people  to  look  at  the 
whole  process  and  to  introduce 
those  concepts  to  the  trainers 
and  educators.” 


Braddock  leaves 
True  North  . 
for  internet 
service  business 

Richard  Braddock.  a former 
number  two  at  Citicorp,  is  to 
step  down  from  the  board  of 
True  North  Communications 
following  his  decision  to  take  up 
a new  post  in  the  fast-growing 
world  of  internet  commerce. 

He  has  decided  to  take  on  the 
position  of  chairman  and  chief 
executive  of  Pricefine.com,  an 
Internet  service  that  allows 
people  to  bid  for  airline  tickets  at 
less  than  the  normal  published 
price. 

It  is  the  latest  in  a series  of 
moves  for  Braddock,  56, 
following  his  departure  from 
Citicorp  in  1992.  In  his  20  years 
with  the  bank,  he  held  a variety 
of  senior  executive  jobs, 
culminating  in  the  position  of 
president  and  chief  operating 
office-. 

He  left  Citicorp  to  become 
chtef  executive  of  Medco 
Containment  Services,  a 
managed  care  drug  sales 
company,  until  rts  sale  to  Merck 
in  1993.  He  then  joined  Clayton 
Dubilier  & Rice,  the  New  York 
Investment  firm. 

In  late  1997,  after  True  North's 
acquisition  of  Bozell  Jacobs 
Kenyon  & Eckhandt,  Braddock 
was  named  non-executive 
chairman  to  allow  Bruce  Mason. 
True  North's  chief  executive,  and 
Charles  Peebier,  president,  to 
focus  on  integrating  the  two 
companies. 

Apart  from  being  the  world’s 
sixth-bigg est  advertising  holding 
company.  True  North  is  also 
owner  of  Modem  Media.  Poppe 
Tyson,  one  of  the  largest 
interactive  media  companies,  so 
Braddock's  decision  to  take  the 
top  job  at  Prlceline.com  could 
have  presented  a potential 
conflict  of  interest  with  his 
continued  membership  of  True 
North's  board. 

Braddock,  who  received  an 
MBA  from  the  Harvard  Graduate 
School  of  Business 
Administration  in  1965,  joins 
Priceline.com  at  a significant 
moment  in  its  short  history.  The 
company  began  operations  less 
than  a year  ago,  yet  has  already 
announced  plans  for  an  initial 
public  offering. 

It  has  also  attracted  some 


controversy,  since  most  big  US 
airlines  have  said  they  do  not 
provide  Pricefin&com  with  tickets 
at  prices  other  than  those 
available  through  normal 
channels. 

Richard  Tomkins,  New  York 

Foster  promoted 
at  Reunion 

Nick  Graham,  one  of  the  two 
geotogtsts  who  founded  Reunion 
Mining,  the  company  developing 
Africa's  biggest  zinc  mining 
project,  is  stepping  down  as 
managing  director. 

He  is  succeeded  by  Michael 
Foster,  who  for  the  past  two  * 
years  has  been  the  board 
member  responsible  for 
Reunion's  new  business 
development 

Graham  and  Andrew  WooSett, 
chairman,  set  up  Reunion,  which 


Rons  promoted  by  State  Street 

Is  fisted  in  London,  in  1989.  The 
company  is  earning  60  per  cent 
of  the  Skorpton  zinc  project 
situated  inside  the  diamond  area 
known  as  the  “forbidden  zone"  of 
Namibia’s  Skeleton  Coast  from 
Anglo  American  Corporation  of 
South  Africa,  which  discovered  it 
in  1976  but  could  not  find  a way 
of  profitably  releasing  the  zinc 
from  the  ore. 

Skorpion  is  expected  to  be  one 
of  the  world’s  top  10  zinc  mines 
- and  the  lowest  cost  mine  of  its 
type  - with  an  annual  output  of 
150,000  tonnes  of  refined  zinc. 

Its  production  will  add  about  5 
per  cent  to  Namibia’s  gross 
domestic  product 

Woollett  said  yesterday  that 
Reunion  was  not  at  present 
managing  any  exploration 


PEOPLE  ON  THE  MOVE 


projects,  this  was  being  looked 
after  by  joint  venture  partners, 
and  day  to  day  management  of 
the  company  was  increasingly 
being  handled  from  the  London 
office. 

Graham  wanted  to  remain  a 
resident  of  Zimbabwe  and  had 
offered  to  stand  down  as 
managing  director.  He  win  remain 
on  the  board  and  continue  to 
oversee  Resun  ion’s  interests  in 
Zimbabwe  and  the  Dunrobin  gold 
mine  in  Zambia. 

Foster,  who  is  taking  over 
immediately,  is  also  a geologist 
who,  after  graduating  from 
Scotland's  University  of  St 
Andrew’s  In  1974,  worked  for  Oe 
Beers,  the  South  African 
diamond  giant,  in  Botswana, 
Congo  (formerly  Zaire),  Angola 
aid  Sierra  Leona  In  1984  he 
completed  an  MBA  at  London 
Business  School  before  setting 
up  Centurion  Mining,  a UK-based 
company  that  operated  some 
small  underground  gold  mines  in 
South  Africa.  He  joined  Reunion 
in  May  1995  and  became  a 
director  the  following 
November. 

Kenneth  Gooding,  London 


Moving 

places 


• The  Bank  of  Bermuda  (New 
York)  has  appointed  Drew 
Douglas  business  development 
manager,  North  America.  He  will 
be  responsible  for  managing  the 
business  development  initiatives 
of  the  Bank's  corporate  trust 

I services.  Previously,  he  served 
as  a relationship  manager  at 
Bank  of  Bermuda  Ltd  in 
Bermuda 

• John  Fiore  (pictured)  has 
been  named  chief  information 
officer  and  head  of  State  Street 
Corporation's  information 
technology  group.  He  succeeds 
James  MacDonald-  Fiore,  who 
joined  State  Street  in  1992,  most 
recently  was  chief  information 
officer  for  State  Street  Global 
Advisors. 

• The  New  Zealand  Dairy 
Board,  owner  of  the  UK  butter 
brand  Anchor,  has  appointed 
Fernando  Guerra,  currently 
managing  director  of  Anchor 
Foods  and  the  New  Zealand 
Dairy  Board's  global  category 
director  for  yellow  fats,  managing 
director  of  all  consumer  dairy 
operations  of  an  extended 
Europe. 

• IMS  Health  has  elected 


Victoria  Fash,  currently 
president  and  chief  operating 
officer,  chief  executive  of  the 
corporation.  Fash,  48.  succeeds 
Robert  Weissman,  58,  who 
continues  as  chairman  of  the 
board. 

• I spat  International  has 
promoted  Johannes  SSttard,  55. 
to  president  and  chief  operating 
officer  of  Ispat  International,  from 
his  earlier  position  of  chief 
operating  officer,  Mittal  has  also 
appointed  Robert  DamaJI 
president  and  chief  executive  of 
Ispat  North  America.  This  is  a 
new  appointment,  which  was 
expected  to  arise  on  the 
completion  of  Damall’s 
responsibilities  at  Inland  Steel 
Industries,  following  the  sale  of 
Inland  Steel  Company  to  Ispat 
International  in  July. 

• Australia  and  New  Zealand 
Banking  Group  has  appointed 
Alison  Watkins  head  of  group 
strategy.  She  was  previously  with 
consultancy  group  McKinsey  & 
Co. 

• Hang  Seng  Bank  has 
appointed  Simon  Penney  a 
director  of  the  bank,  replacing 
retiring  director  John  Strickland. 
Penney  is  chief  financial  officer  of 
Hongkong  and  Shanghai  Banking 
Corporation,  while  Strickland  is 
currently  HSBC  chairman. 

• Hasbro,  the  world’s 
second-largest  toy  maker,  has 
named  Quaker  State's  chief 
executive  and  chairman  Herbert 
Baum,  62,  Its  new  president  and 
chief  operating  officer. 

• Andersen  Consulting  Espana 
has  appointed  a new  board  after 
becoming  a limited  company. 
Pedro  Navarra  has  been 
appointed  chairman  and  Carlos 
Vida)  is  managing  director.  Thera 
are  another  10  partners  on  the 
board.  Navarra  wifi  head  financial 
services  for  Europe,  Latin 
America  and  South  Africa.  Vidal 
will  be  res  ports  foie  for  Spain, 

Italy,  Portugal,  Greece  and  Latin 
America. 

• Global  industrial  Technologies 
has  named  Rawfes  Fulgham 
chairman  and  chief  executive, 
Graham  Adebnan  president  and 
chief  operating  officer  and  Alfred 
Williams  chief  financial  officer 
and  senior  vice-president 
Fulgham  had  been  elected 
chairman  and  appointed  acting 
chief  executive  and  president 
earfier  this  year. 

• German  automobile  maker 
BMW  has  appointed  Felix 
Hermberger  president  of  BMW 
Asa.  Hermberger,  50,  was 


previously  area  manager  afiatcH 
and  marketing  at  BMW 
headquarters  in  Murdch.  HaM>  - 
replace  Kay  Segterwh&vdB 
assume  a senior  manaawwnt? 
job  at  BMW  in  Munich. 

• British  Petroleum  has'  . 
appointed  Greg  Bourne  regfatf' 
director  for  the  company's, 
Australian  and  New  Zealand  .- 
operations.  Bourne,  previously 
BP’S  regional  director  for  Latin-. 
America,  succeeds  Ron 
McGlmpsey  who  wifi  become;-:  • 
chief  administrative  officer  tar  BP ' 

Amoco  in  the  US.  ir. 

• The  European  Community  . 
Shipowners'  Association  has- 
appointed  AP  Moeller  Group's  - 
Knud  Pontoppidan  Its  new  i 
president,  succeeding  Brian  KetrJ 
Pontoppidan  is  currently 
vice-chairman  of  the  Danish 
Shipowner's  Association  and 
chairman  on  Maritime  Transport 
at  the  International  Chamber  of 
Commerce. 

• Micro  Focus  has  appointed  ■ 
Ken  Saxton  chief  financial 
officer.  Sexton  was  form  arty -chW 
financial  officer  of  Intensely,  - 
which  was  recently  acquired  by 
Micro  FOcus.  He  replaces  Rick 
Van  Hoesen,  who  becomes 
general  manager  of  the 
company's  largest  business  unit, 
Application  Development 
Solutions. 

• Gary  TWerton  has  been 
appointed  president  of  DMB&B 
Asia-Pacific.  He  was  previously 
executive  vice-president. 
Asia-Pacific,  McCann-Erickson.  ■ 

• United  Distillers  and  Wnnersjfl 
the  spirits  and  wine  division  of 
Diageo,  has  appointed  John 
Phffips  to  the  new  position  of 
president,  UDV  Wine  Group. 

Philips.  41,  will  be  based  in  San 
Francisco  aid  will  report  to 
London-based  Jack  Keenan. 

UDVs  chief  executive.  Philips  is 
currently  managing  director  for 
UDVs  Northern  Cone  region  of 
South  America 

• International  Flavors  & 
Fragrances  has  promoted 
Nicolas  Mhrzayantz  to 
vice-president,  Europe,  Africa 
and  the  Middle  East  and 
commercial  and  creative  director 
of  its  subsidiary  International 
Flavors  & Fragrances  (France). 

He  joined  IFF  France  in  1989  and 
was  promoted  to  vice-president 
(IFF- US)  in  1996.  Harry  van 
Gelder,  IFF  France  managing 
director,  has  left  the  company  . 
and Carios-Alberto  Lobbosco,^. J 
vice-president,  will  become  vJ 
managing  director  of  IFF  France.  L 


useless  Apart,  useful  together 


An  investor  and  an  opportunity  can  only  be 
useful  when  they're  put  together.  This  is  why  the 
United  Nations  Industrial  Devdopmenc 
Organization  (UNIDO)  and  the  Investment 
Development  Authority  of  Lebanon  (IDAL)  have 
joined  their  efforts,  in  an  unprecedented  move, 
to  introduce  industrial  investors  to  many 
opportunities  in  Lebanon. 

Enjoying  a deep-rooted  free  market 
tradition,  a highly  strategic  Location,  and  easy 
access  to  many  expanding,  markets,  Lebanon 
presents  one  of  the  world's  most  attractive 
investment  environments  available.  In  addition , 
the  nationwide  infrastructure  and  superstructure 
rehabilitation  program,  the  resilient 
financi al/banking  environment,  die  moderate  tax 
rates,  the  talented  workforce,  the  financial  and 
fiscal  incentives  to  productive  sectors,  as  well  as 
government  assistance  and  support  have  been 
major  magnets  for  foreign  industrial  investors  to 
undertake  activities  in  Lebanon. 

And  now,  in  partnership  with  IDAL 


UNIDO  is  oreanizing,  with  financial 
contribution  from  the  Kingdom  of  Saudi  Arabia, 
an  Industrial  Investment  Forum,  to  take  place  in 
Beirut,  at  the  United  Nations  House  (ESCWA), 
on  February  2 & 3,  1999  concentrating  on  agro- 
processing, building  materials,  and  software 
development,  A list  of  identified  opportunities, 
along  with  the  related  project  profiles,  is  available 
to  interested  investors.  The  Forum  will  allow 
international  investors  to  approach  local 
companies,  banks,  and  financial  institutions  to 
conduct  bilateral  negotiations  and  explore 
possibilities  for  future  business  collaboration. 

You  can  now-  obtain  the  project  list 
* from  IDAL  or  UNIDO  offices  and 
initiate  prelim  inary  contacts  with 
local  potential  partners  and 
financial  institutions.  During  the 
Forum,  you  will  thus  be  able  to  'r 

meet  your  potential  partner  and  11*%  A 1 
financier  and  profit  from  this  iLnT\Lr 

unique  opportunity. 


LEBANON 
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Darlington  alumni;  ‘The  Steeping  Fool'  by  Cecfl  Coffins;  and  a stoneware  wtth  iron  glaze  tile,  c.1925,  by  Bernard  Leach 
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The  importance  of  painterly  relationships 

William  Packer  on  an  exhibition  which  looks  at  artists  connected  both  with  west  Cornwall  and  three  influential  art  schools  during  the  1930s- 1950s 
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Art  Education  is  a vexed  and 
vexing  matter,  most  espe- 
cially at  the  higher  levels. 
Many  wonder  how  some- 
thing apparently  so  subjec- 
tive can  be  taught  at  all  or. 
even  if  it  can,  why  bn  earth 
it  should  be.  Certainly,  for 
the  last  30  years  Britain's  art 
schools  have  been  subject  to 
constant  financial  attrition 
by  government  ministries, 
and  to  administrative 
assault  by  parent  colleges 
and  polytechnics  (now  uni- 
versities) charged  with  their 
support  - even  while  paying 
lip-service  to  their  educa- 
tional excellence  and  impor- 
tance. 


Within  the  British  art 
world  itself,  things  have 
been  little  better  and  no  less 
contradictory,  with  constant 
ideological  battles  fought 
between  theory,  practice  and 
technique.  Even  while  prid- 
ing ourselves  on  a system  of 
art  schools  that  was  second 
to  none,  we  have  seen  it 
committed  to  fundamental 
change  and,  some  might  say, 
eventual  withering  and 
decay. 

These  are  important  mat- 
ters, and  certainly  worth  a 
public  airing  in  a public 
institution,  if  only  by  impli- 
cation.  The  exhibition  now 
at  the  Tate  at  St  Ives,  which 


looks  at  the  several  and  dis- 
tinct relationships  infor- 
mally established  between 
three  particular  schools  and 
artists  associated  with  west 
Cornwall  from  the  19306  to 
the  50s,  is  therefore  both 
timely  mid  welcome.  And  if 
the  exhibition  tends  to 
assume,  uncritically,  that 
whatever  the  change  repre- 
sented or  advance  proposed 
was  necessary  and  right, 
that  is  but  the  established 
liberal  reflex.  That  said, 
however,  a full  and  disinter- 
ested grami nation  of  art  edu- 
cation as  it  has  been  prac- 
tised and  developed  in 
England  and  Scotland  over 


the  past  100  years  would  be 
salutary. 

The  three  colleges  con- 
cerned here  are  Dartington 
Hall  in  Devon,  the  Bath 
Academy  of  Art  at  Corsham 
Court,  and  the  Department 
of  Art  at  Leeds  University. 
Dartington.  which  finally 
closed  in  1995  amid  some 
controversy,  had  been  set  up 
in  the  mid-l920s  by  Dorothy 
Elmhirst,  a rich  American 
widow,  and  her  English  sec- 
ond husband,  Leonard. 

The  emphasis  from  the 
start  was  very  much  on  craft 
and  practice,  which  Is  ironi- 
cal in  the  present  state  of 
things.  As  Breon  O'Casey,  a 


sometime  pupil,  puts  it:  “the 
purpose  of  a school  is  to 
. hand  on  knowledge  gained 
with  so  much  difficulty  by 
one’s  forebears",  and  even 
now,  .who  would  quarrel 
with  that?  It  is  not  by 
chance  that  O’Casey  is  him- 
self an  artist  In  the  broadest 
sense,  and  as  exquisite  a 
craftsman  as  any  we  have. 

Bernard  Leach,  who  had 
only  a little  earlier  estab- 
lished his  own  pottery  at  St 
Ives,  was  soon  closely 
involved  with  Dartington. 
insisting  upon  the  impor- 
tance of  pottery,  advising 
the  Elmhirsts  on  the  build- 
ing-up of  a collection  of  pots. 


both  ancient  and  contempo- 
rary, for  the  benefit  of  the 
students,  and  putting  them 
directly  in  touch  with  artists 
and  craftsmen  such  as  Shoji 
Hamada  and  Ben  Nicholson 
Other  artists  who  subse- 
quently came  to  teach  at 
Dartington  were  the  Ameri- 
can abstract  painter.  Mark 
Tobey.  in  the  193%,  with  his 
strong  oriental  influence; 
and  in  the  1940s,  the  mysti- 
cal symbolist  painter  and 
poet.  Cecil  Collins,  and  his 
wife  Elizabeth.  Again  with 
Collins  the  irony  is  palpable: 
he  finished  his  teaching 
career  at  the  Central  School 
in  London  in  the  1980s  iso- 


lated and  embattled  against 
the  trend  of  modern  ortho- 
dox}’. 

The  connection  with  Leeds 
was  first  made  shortly  before 
the  war,  with  the  move  to  St 
Ives  of  Barbara  Hepworth, 
her  husband.  Ben  Nicholson, 
and  their  young  family.  She 
had  studied  at  Leeds  College 
of  Art  some  20  years  before, 
a year  ahead  of  Henry 
Moore.  The  young  Patrick 
Heron,  too,  though  already 
settled  at  St  Ives,  had  York- 
shire connections  through 
his  father’s  family. 

But  it  was  the  endowment 
in  the  early  1950s  of  the 
Gregory  Fellowships  at 


Leeds  University  that  made 
the  connection  a general 
habit,  with  young  artists 
such  as  Terry  Frost,  Alan 
Davie  awl  Trevor  Bell  being 
drawn  north.  They,  in  their 
turn,  drew  to  the  south  and 
west  the  artists  they 
befriended  there,  such  as 
Hubert  Dalwood  and  Victor 
Pasmore. 

Dalwood,  at  the  Art 
School,  and  Pasmore,  a visit- 
ing tutor  from  Newcastle, 
were  among  the  more  com- 
mitted apologists  for  Basic 
Design,  which  led  directly  to 
the  root-and-branch  restruct- 
uring of  the  art  schools  in 
the  1960s,  to  which  Heron 
would  then  lend  his  own  not 
unpersuasive  support  Here 
was  a significant  concentra- 
tion of  influence. 

As  for  Corsham.  also  now 
closed,  it  is  revealed  here  as 
a unique  and  enlightened 
place  under  its  long-time 
principal,  Clifford  Ellis, 
through  the  -post-war 
decades,  at  once  respectful  of 
the  established  disciplines 
and  embracing  the  radical 
and  new. 

Ellis,  who  had  taught  at 
Dartington,  maintained  the 
central  position  of  the  crafts 
in  direct  relation  to  painting 
and  sculpture.  But  rather 
more  Important  was  his 
absolute  commitment  to  the 
principle  of  the  practising 
artist  teaching  by  presence 
and  example,  not  as  a substi- 
tute for  the  taught  courses, 
but  complementary  to  them. 
It  would  seem  to  be  the  com- 
mon-sensical  best  of  both 
worlds,  and  who  could  quar- 
rel with  that?  Once  an  artist 
could  keep  himself,  and  even 
a family,  on  two  or  three 
days’  teaching  a week;  but 
these  days  the  budgets  have 
all  but  gone,  the  pay  is 
hardly  worth  the  effort,  and 
the  Ellis  principle  but  a 
pious  memory.  The  hill  list 
of  such  visitors  to  Corsham 
in  his  time  would  read  as  an 
effective  roll-call  of  Modern 
British  Art.  Here  a handful 
must  stand  for  all,  but  how 
good  to  see  the  young  Gil- 
lian Ayres,  the  under-rated 
Adrian  Heath  and  the  splen- 
did, if  all  hut  forgotten 
Henry  Mundy  among  the 
chosen. 


Partnerships  and  Practice:  Tate 
Gallery,  Porthmeor  Beach,  St 
Ives,  Cornwall,  until  Apri  11; 
supported  by  the  Cormsh  Tour- 
ist Board,  and  Great  Western. 
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^Musical  wonders  of  the  west 

Michael  Tilson  Thomas  has  galvanised  the  SFSO.  Timothy  Pfaff  looks  forward  to  their  European  tour 
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Michael  Tilson  Thomas  has  been  the 
first  music  director  to  put  an  indelible 
personal  stamp  on  the  San  Francisco 
Symphony  since  Pierre  Monteux  a half- 
century  ago.  The  night  his  appoint- 
ment was  announced,  in  1993.  he  led 
the  orchestra  he  had  guest-conducted 
for  20  years  in  a galvanic  performance 
of  Stravinsky’s  Le  Saav  du  printemps , 
heralding  the  changes  he  has  since 
wrought  on  two  decades  of  orchestra- 
building by  his  predecessors.  Edo  de 
Waart  and  Herbert  Blomstedt.  Even  if 
he  has  never  proved  able  to  work  quite 
the  same  magic  on  77/e  Rite  since  then, 
that  first  promise  has  been  substan- 
tially fulfilled. 

The  Ain  Francisco  public  buys  him 
in  every  way.  including  at  the  box 
office;  and.  although  the  city  has.  in 
the  same  period,  had  an  equally  starry 
mayor,  a semi -serious  joke  has  it  that 
MTT  could  unseat  him.  As  important, 
Tilson  Thomas  has  won  the  favour  of 
the  local  and  national  press  - which 
now  regularly  taunts  America's  Big 
Five  orchestras  with  the  wonders  being 
wrought  "out  west"  by  Tilson  Thomas 
and  the  1-os  Angeles  Philharmonic’s 
Esa-Pekka  Salonen.  And  those  of  us 
who  have  been  weekly  reviewers  for 


the  last  quarter-century  set  out  for 
Davies  Hall  with  a lighter  step  almost 
any  night  Tilson  Thomas  has  the  stick. 

That  said,  it  has  been  an  odd  first 
half  of  the  season,  particularly  in  the 
wake  of  last  summer's  triumphant 
Mahler  celebration.  Tilson  Thomas's 
trenchant  advocacy  of  American  music 
in  virtually  all  forms  appropriate  for 
orchestral  musicians  - arguably  his 
greatest  gift  to  the  ensemble  and  its 
audience  - bore  rich  fruits  in  a far 
more  substantial  than  usual  opening 
concert,  built  around  the  Gershwin 
centennial.  Tilson  Thomas's  sensibility 
is  ideally  suited  to  Gershwin's  melding 
of  myriad  forms  and  idioms  in  a 
slightly  brittle  orchestral  fabric.  Add 
his  sure-fire  penchant  for  show  busi- 
ness, and  the  result  was  a series  of 
thrilling  concerts  - which  are  already 
preserved  on  a simultaneously  released 
two-CD  set  from  BMG. 

But  the  season’s  first  subscription 
concert  revealed  the  underside  of  the 
Tilson  Thomas  enterprise.  A short 
piece  of  little-known  Ives.  From  the 
Steeples  to  the  Mountains  - brilliantly 
executed  by  the  brass  section  that 
remains  Blomstedt* s great  legacy  to  the 
orchestra  - was  followed  by  a Henry 


Cowefl  piece.  Music  1957,  of  little  inher- 
ent interest  Most  dispiritingly,  particu- 
larly after  the  acuity  of  last  summer's 
Mahler,  was  a sloppy  Mahler  First 
Symphony  that  lacked  formal  coher- 
ence even  more  grievously  than  it  did 
smart  or  integrated  playing.  Tilson 
Thomas  never  had  problems  getting 


Tilson  Thomas’s 
advocacy  of  American 
music  in  virtually  all 
forms  appropriate  for 
orchestral  musicians 
bore  rich  fruits 

under  the  skin  of  a piece;  getting  on 
top  of  it  can  sometimes  prcfve  more 
problematic. 

The  challenges  this  season  have 
included  tackling  the  conspicuous 
instability  of  personneL  In  the  single 

most  important  act  of  orchestra-baM- 
ing  in  more  than  two  decades.  Tilson 
Thomas  courageously  declined  to 


renew  the  contract  of  Raymond  Kobler, 
whom  Edo  de  Waart  had  brought  on 
board  as  concertmaster  but  who  never 
cut  the  mustard,  particularly  on  solo 
outings.  Several  prominent  contenders 
for  the  post  have  "auditioned"  in  con- 
cert - most  promisingly  Jorja  Flee- 
zanis,  a former  associate  concertmaster 
whose  performance  of  the  Sessions  con- 
certo some  years  ago  still  lingers  in  the 
memory. 

A similarly  grievous  problem  is  that 
of  the  principal  cello  chair.  Both  the 
principal  and  associate  principal  cel- 
lists are  absent  an  medical  grounds, 
and  the  section  has  lost  its  identifying 
sound  and  its  position  as  anchor  of  the 
strings.  Offsetting  that,  over  his  four 
seasons  Tilson  Thomas  has  worked 
wonders  at  fortifying  the  high  string 
sound  and  integrating  the  strings  over- 
alL 

Other  personnel  changes  concern  the 
orchestra’s  administration.  Brent 
Assink,  a former  general  manager,  has 
been  announced  as  the  successor  to  the 
executive  director  of  21  years,  Peter 
Pastreicb  - who,  despite  a famously 
abrasive  manner  and  fraught  relations 
with  the  musicians,  has  kept  the 
orchestra  in  sound  financial  shape  and 


was  reputedly  savvy  in  countering  Til- 
son  Thomas’s  artistic  impulsiveness. 
Weeks  after  that  it  was  announced  that 
Paul  Meecham,  former  general  man- 
ager of  the  London  Sinfonietta  and  San 
Francisco’s  general  manager  since  only 
October  1997,  is  moving  to  the  New 
York  Philharmonic  in  March. 

Given  all  that,  it's  been  remarkably 
“business  as  usual"  in  the  hall.  Hie 
best  playing,  which  remains  exciting 
indeed,  seems  reserved  for  contempo- 
rary music,  most  recently  that  of  John 
Adams  in  the  West  Coast  premiere  of 
his  Century  Rolls  piano  concerto  with 
Emanuel  Ax.  While  the  orchestra  gen- 
erally plays  at  peak  only  for  its  music 
director,  its  single  greatest  perfor- 
mance so  far  this  season  has  been  a 
blistering,  acute  account  of  Boulez's 
Notations  under  Sylvain  Cambreling. 

Another  notable  event  was  the  world 
premiere  last  month  of  Robin  Hollo- 
way’s Clarissa  Sequence.  This  is  a sig- 
nificant reworking  of  music  from  the 
opera,  rather  than  the  excerpts  Tilson 
Thomas  performed  early  in  his  tenure 
with  the  London  Symphony  Orchestra. 
Despite  the  last-minute  cancellation  of 
the  soloist,  Andrea  Gruber,  and  Hol- 
loway's subsequent  excision  of  the 
vocal  part  in  the  first  of  three  move- 
ments, the  25-minute  piece  emerged  as 
a tour  de  force  of  symphonic  story-tell- 
ing, dispatched  by  an  orchestra  only 
too  happy  to  show  off. 

More  troubling  was  a Brahms  Fourth 
Symphony  that,  like  the  Mahler  First, 


lacked  both  surface  polish  and  archi- 
tectural integrity.  Like  most  of  Tflson 
Thomas’s  Brahms,  it  also  missed  the 
composer's  distinctive  rhythmic  profile 
- despite  this  conductor's  wonted  abil- 
ity to  dispatch  far  more  difficult  poly- 
rhythms elsewhere.  In  standard  reper- 
toire. nothing  this  season  has  topped 
Tilson  Thomas's  Tchaikovsky  Second 
Symphony.  Hard  on  the  heels  of  some 
breathless  scampering  after  Martha 
Argerich  in  the  Prokofiev  Third  Con- 
certo (in  itself  surely  no  mean  feat),  the 
conductor  settled  Into  a superbly  bal- 
anced, sonically  luscious,  eminently 
right  "Little  Russian"  - the  latest  in  a 
truly  remarkable  series  of  Tchaikovsky 
symphonies,  an  acknowledged  Tilson 
Thomas  speciality  but  one  in  which  he 
continues  to  grow. 

One  hopes  Tflson  Thomas's  absence 
from  the  Davies  Hall  podium  over  the 
year-end  has  brought  some  rest  to  a 
music  director  who  visibly  needs  ft. 
Concerts  since  then  will  have  drilled 
the  orchestra  for  its  European  tour, 
bringing  time-tested  repertoire  well 
suited  to  TOson  Thomas’s  talents:  more 
Prokofiev  by  way  of  the  Fifth  Sym- 
phony, and  what  he  and  San  Francisco 
do  best  - namely  Ives,  with  the  mas- 
terly Three  Places  in  New  England. 


Michael  TBson  Thomas  and  the  San  Fran- 
cisco Symphony  Orchestra  begin  their  14- 
dty  European  tew  at  Dnbfla's  National 
Concert  Hall  on  January  20  and  London’s 
Barbican  Han  on  January  21. 
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INTERNATIONAL 

Arts 

Guide 

- - 

l-  AMSTERDAM 

EXHIBITION 

RQksmuseum 
Tel:  31-20-673  2121 
The  Festival  of  Lithography: 
celebration  of  the  200th 
anniversary  of  the  discovery  of 
lithography.  The  exhibition 
consists  of  works  from  the 
collection,  including  lithographs 
by  Toulouse-Lautrec,  works  by 
C6zanne,  Manet,  and  Dutch 
artists  including  Van  Gogh:  to 
Jan  10  

CHICAGO 

EXHIBITION 

Art  Institute  Of  Chicago 
Tel:  1-313-443  3600 

www.nftic.edu 

Mary  Cassatt:  Modem  Woman. 
A 25  paintings,  drawings  and 
imprints  by  the  only  American 
invited  to  exhibit  m the 
Impressionist  exhibitions  in  Pans; 

to  Jan  10  

COLOGNE 

OPERA 

OporderStedt 


Tel:  49-221-221  8240 
Ore  V6gef:  first  modem  staging 
for  Walter  Braunfels’s  opera. 
Premiered  in  1920,  it  was  banned 
by  the  Nazis  and  largely 
forgotten  until  a recent  recording. 
This  production  is  conducted  by 
Bruno  Weill  and  staged  by  David 
Mouchtar-Samorai;  Jan  8 

COPENHAGEN 

EXHIBITION 

Louisiana  Museum  of  Modem 
Art,  Humlebaefc 
Tel:  45-4919  0719 

www.lowsiana.dk 

Joan  Miro:  major  retrospective 
comprising  140  paintings, 
drawings  and  sculptures, 

including  works  borrowed  from 
the  artist’s  family  since  the 
exhibition  was  shown  in 
Stockholm  over  the  summer:  to 
Jan  10 

EDINBURGH 

EXHIBITION 

National  GaBery  of  Scotland 
Tel:  44-731-624  6200 
Tomer  Watercolours:  shown 
every  January  for  90  years,  this 
magnificent  selection  of  38 
watercolours  was  bequeathed  by 
the  Victorian  collector  Henry 
Vaughan  in  1900;  to  Jan  31 

HAMBURG 

exhibition 

Kunsthalte 

Kandinsky,  Chagall.  Malevich  and 
the  Russian  Avant-Garde:  show 

tracing  the  art  movements 

between  the  Russian  revolutions 
of  1905  and  1918,  and  focusing 


on  attempts  by  artists  to  fuse 
aspects  of  folk  culture  with 
Western  modernism.  Many  of  the 
100  works  on  display  are  on  loan 
from  Russian  museums;  to 
Jan  10 

HOUSTON 

EXHIBITION 

Museum  of  Fine  Arts,  Houston 
Tet  1-713-639  7750 
www.mfah.org 

A Grand  Design:  The  Art  of  the 
Victoria  and  Albert  Museum. 
North  American  tour  of  selected 
objects  from  the  V&A’s 
collection.  The  exhibition  will 
travel  to  San  Francisco  later  this 
year,  before  returning  to  London 
where  ft  will  be  displayed  in  the 
V&A  itself;  to  Jan  10 


LONDON 

EXHIBITION 

Victoria  and  Albert  Museum 

Tet  44-171-938  8500 
Aubrey  Beardsley:  more  than  200 
drawings,  prints,  posters  and 
books  created  during  the  brief 
period  of  the  artist’s  fame.  The 
exhibition  marks  the  centenary  of 
Beardsley's  tragically  early  death, 
aged  25;  to  Jssi  10 

THEATRE 

Afbery 

Tel:  44-171-876  1115 
Mr  Puntfla  and  his  man  Mattfc 
Kathryn  Hunter's  production  of 
Brecht's  satirical  comedy  moves 
from  its  October  run  In  tire 
Almeida  Theatre  to  the  West 
End.  Comic  duo  Sean  Foley  and 
Hamtsh  McCofl  play  the  title 
roles;  Jan  5,  6,  7,  8,  9 


National  Theatre 
Tet  44-171-928  2252 
Betrayal:  by  Harold  Pinter.  Trevor 
Nunn  directs  Pinter’s  1978  play, 
with  a cast  including  Anthony 
Calf  and  Imogen  Stubbs; 
Lyttleton  Theatre; 

Jan  8,  9,11,12 

LOS  ANGELES 

OPERA 

LA  Opera,  Dorothy  Chandler 
Pavilion 

T el:  1-213-972  8001 
www.laopera.org 

Madama  Butterfly:  by  Puccini. 
Conducted  by  Marco  Guldarini 
and  directed  by  Christopher 
Harlan.  The  cast  Includes  Yoke 
Watanabe,  Richard  Leech  and 
John  Atkins;  Jan  10 

NEW  YORK 

EXHIBITIONS 

Guggenheim  Museum  So  Ho 

■Tel:  1-212-423  3500 
www.guggenhdm.org 
Premises:  Invested  Spaces  in 
Visual  Aits,  Architecture  & Design 
from  France,  1958-1998. 
Exploration  of  the  different  ways 
in  which  artists  have  engaged 
with  space.  Display  ranges 
across  installation,  film,  video, 
photography  and  architecture. 
Includes  works  by  Yves  Klein,  Le 
Corbusier,  Louise  Bourgeois  and 
Sophie  Calls;  to  Jan  10 

MetropoRtan  Museum  of  Art 

Tet  1-212-879  5500 
www.metmuseum.org 
The  Nature  of  Islamic  Ornament, 
Part  It  Vegetal  Pattens.  Second 


in  a four-part  series  on  Islamic 
ornament  from  the  9th  to  the 
18th  century.  Includes  rare 
brocades  and  carpets;  to 
Jan  10 

Pterpont  Morgan  library 
Tel:  1-212-685  0008 
Master  Drawings  from  The  State 
Hermitage  Museum,  St 
Petersburg,  and  The  Pushkin 
State  Museum  of  Fine  Arts, 
Moscow.  120  European  drawings 
dating  from  the  15th  to  the  20th 
centuries,  some  of  which  have 
never  before  been  exhibited 
outside  Russia.  Includes  works 
by  Rembrandt  and  Dflrer,  with 

particular  emphasis  on  the 
modernists  Matisse  and  Picasso; 
to  Jan  8 

OPERA 

Metropolitan  Opera,  Lincoln 
Center 

Td:  1-212-362  6000 
www.metopera.org 
Die  Fledermaus:  by  J.  Strauss. 
Revival  conducted  by  Patrick 
Summers.  Cast  indudes  Carol 
Vaness,  Jochen  Kowalski  and  Bo 
Skovhus;  Jan  6,  9 

PARIS 

EXHIBITION 
Grand  Palais 
Tel:  33-1-4413  1730 
Lorenzo  Lotto:  Rediscovered 
Master  of  the  Renaissance.  50 
paintings,  many  of  them  on  loan 
from  churches  and  museums  In 
Italy;  to  Jan  11 

PRAGUE 

DANCE 


National  Theatre  of  Prague 
Tel:  420-2-2108  0131 
www.anetcz/nd 

The  Nutcracker:  by  Tchaikovsky, 
in  a staging  by  Russian 
choreographer  Jurij  Grigorovlc, 
with  sets  and  costumes  by 
Simon  Virsaladze;  Jan  5 

THEATRE 

National  Theatre  of  Prague 
Td:  420-2-2108  0131 
www.anetcz/nd 

The  Servant  of  Two  Masters:  by 
Carlo  Goldoni.  Directed  by  Ivan 
Rajmont;  Jan  11 

ROTTERDAM 

EXHIBITION 

Kunsthal 

Tel:  31-10-440  0300 
Up  to  the  bare  bones:  Human 
remains  in  museums.  An 
estimated  hundred  thousand 
human  beings  find  their  last 
resting  place  in  Dutch  museums, 
whether  in  the  form  of  mummies, 
skulls,  skeletons,  reliquaries  or 
otherwise.  This  exhibition  is  toe 
first  to  address  this  phenomenon 
directly,  presenting  exhibits  from 
medical,  sacral,  ethnographical 
and  archaeological  collections;  to 
Jan  10 

SAN  FRANCISCO 

CONCERTS 

Davies  Symphony  Hafl 

Tet  1-415-864  6000 

www.sfsymphony.org 

• New  York  Philharmonic: 
conducted  by  Kurt  Masur  in 
works  by  Beethoven  and 
Shostakovich;  Jan  IQ 

• San  Francisco  Symphony 


Orchestra:  conducted  by  Michael 
Tilson  Thomas  in  works  by 
Mendelssohn,  Barber  and 
Mahler.  With  viofin  soloist  GH 
Shah  am;  Jan  6,  7,  8,  9, 10 

WASHINGTON 

OPERA  • 

Washington  Opera,  Kennedy 
Center 

Td:  1-202-295  2400 
www.dc-opera.org 
Die  Errtfuhrung  aus  dem  Serai: 
by  Mozart.  LA.  Opera  production 
by  Michael  Hampe,  conducted 
here  by  Heinz  Fricke;  Eisenhower 
Theater;  Jan  7,  9, 11 

■ TV  AND  RADIO 

• WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  international 
Monday  to  Friday,  GMT: 

06J30;  Moneyline  with  Lou  Dobbs 
1330:  Business  Asia 
19.30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

• Business/Market  Reports: 
06:07;  06:07;  07:07;  08:20;  0920; 
1020;  1120;  1122;  1220;  1320; 
142a 

At  0820  Tanya  Beckett  of  FTTV 
reports  live  from  UFFE  as  the 
London  market  opens. 


■ l- 
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On  the  cards 


Manufacturers  and  internet  companies  face  a tough  year.  But 
Korea’s  chaebols  could  stage  a surprising  recovery 

within  national  boundaries. 


Here  are  five  fearless 
forecasts  for  1999.  Cut  them 
out,  tuck  them  away,  and 
see  how  many  come  true  In 
a year's  time. 

• Many  of  1998's 
best-performing  internet 
stocks  will  end  the  year 
worthless.  This  is  likely  to 
happen  even  If  the  overall 
stock  market  has  a healthy 
year.  It’s  built  Into  the  way 
these  market  valuations  are 
achieved.  Putting  money 
into  businesses  which  seek 
to  create  and  dominate  new 
areas  of  economic  activity  Is 
not  like  conventional 
investment.  Either  the 
company  will  be 
astonishingly  successful  - a 
low  but  not  negligible 
probability  - or  It  will  be 
largely  worthless.  It  is 
almost  Impossible  to  tell  in 
advance  which  of  these 
outcomes  will  apply. 

For  any  individual 
Internet  stock,  an 
astronomical  valuation  Is 
not  absurd  if  you  are 
prepared  to  make  the  leap  of 
faith. 

For  Internet  stocks  as  a 
group,  however,  the 
collective  valuation  Is 
clearly  nonsense,  since  only 
one  competitor  In  each 
market  segment  can  achieve 

the  dominant**  on  which  all 
are  being  valued,  llils  Is  the 
year  that  reasoning  will  sink 
in. 

• At  least  one  of  1938’s  big 
mergers  will  succumb  to 
management  crisis.  The 
most  obvious  threat  Is 
cultural  differences  where 
the  merging  companies  come 
from  widely  different 
national  backgrounds. 
DaimlerChrysler,  Hoechst/ 
Rhhne  Poulenc,  Astra/ 
Zeneca,  and  the  coming 
European  Aerospace  and 
Defence  company  all  fall 
Into  this  category.  Expect  at 
least  one  of  them  to  have 
some  bumpy  patches  in  1999. 

But  cultural  differences 
are  sometimes  just  as  acute 


especially  where  they 
overlap  with  struggles  for 
power.  Just  because  the 
former  chief  executives  have 
agreed  to  share  roles  does 
not  mean  they  have  really 
adjusted  to  sharing  power. 
The  struggle  Is  most  acute 
where  the  roles  have  not 
been  precisely  defined  In 
advance.  Notoriously,  the 
Citigroup  merger  leaves  this 
giant  financial  institution 
with  a co-chairmen  and  chief 
executives.  It  will  be 
surprising  If  that  cosy 
agreement  lasts  its  hill  term. 
• This  fs  the  year  Microsoft 
will  look  vulnerable  for  the 
first  time.  Not  because  of 
the  Justice  department’s 
antitrust  lawsuit,  which  will 
leave  the  company's  image 
tattered  but  Its  business 
largely  unaffected.  Nor 
because  of  short-term 
operating  issues  - the  next 
release  of  the  Microsoft 
Office  suite  of  programs,  due 
out  in  the  spring,  will  yield 
the  company  another  huge 
surge  of  revenue.  But 
because  the  computer 


landscape  Is  changing  in 
ways  that  Microsoft  cannot 
control. 

As  corporate  computer 
departments  emerge  from 
their  Year  2000  planning 
blight,  the  future  they  are 
thinking  about  will  include 

new  types  of  information 
appliance,  big  and  small,  and 
new  rivals  to  Microsoft 
omnipresence.  These  Include 
the  Palm  operating  system 
from  3Com,  the  Symbian 
joint  venture  from  Psion, 
Ericsson,  Nokia  and 
Motorola,  the  Linux 
“freeware"  version  of  Unix, 
Oracle  and  Sun's  alliance  In 
database  server  systems, 
America  Online's  tightening 
grasp  on  the  consumer 
Internet  market  and  so  on. 

Each  of  these  is  a narrow 
threat,  and  some  are 
obscure.  But  together,  they 
chisel  away  at  the 
assumption  that  the  future 
Is  Microsoft's  to  shape.  The 
lawsuit  - by  showing  Bill 
Gates  In  an  unflattering 
light  - underscores  this  shift 
in  attitudes,  and  thus 
paradoxically  makes 


COMMENT  & ANALYSIS 


LETTERS  TO  THE  EDITOR 


Common  withholding  tax  presents  a 
great  threat  to  the  City  of  London 


the  legal  outcome  less 
important. 

* The  typical 
mantdhctttring  company 
will  end  the  year  with  lower 
unit  revenues  than  it  began. 
It  will  be  the  first  year  of 
across-the-board  deflation 
Tor  the  developed  world's 
manufacturers  in  living 
memory.  The  drop  In  prices 
will  only  be  a small  one,  but 
the  change  in  psychology 
will  be  acute,  particularly  in 
continental  Europe  where  it 
will  be  widely  - and 
erroneously  - blamed  on  the 
coming  of  the  euro. 

The  most  Immediate 
consequences  will  be  a fresh 
Interest  In  cost-saving  and 
downsizing,  often  In 
companies  that  have  only 
Just  finished  the  last  round 
of  cuts,  and  a host  of  trade 
complaints.  Suddenly, 
appealing  to  government 
aiiagiwg  unfair  foreign 
competition  wont  be  a 
badge  of  shame,  it  will  be  a 
routine  action.  There  will  be 
a lot  of  three-way  fights 
between  the  US,  Europe  and 
east  Asia. 

But  the  more  far-sighted 
companies  will  emulate 
General  Electric,  and  seek  to 
wrap  a cosy  blanket  of 
services  around 
manufactured  goods  to 
protect  them  against  the 
market  chm.  Expect  the  GE 
buzzword  “product 
services”,  which  describes 
these  engineering-related 
activities,  to  enter  common 
use. 

• Korea's  big  companies 
will  make  an  astonishing 
recovery.  That  is,  they  will 
achieve  remarkable  results 
at  the  operating  level, 
intensifying  the  pricing 
pressure  mentioned  earlier. 
At  the  financial,  political 
and  family  level,  however, 
they  will  still  be  struggling 
at  year-end,  unable  to 
reconcile  the  interests  of 
their  stakeholders. 

It  will  eventually  become 
clear  that  Korean  stocks 
were,  at  some  point,  one  of 
the  world's  great  buying 
opportunities.  But  by  the 
time  that  moment  arrives,  It 
will  already  be  too  late  to 
participate.  The  iron  law  of 
hindsight  will  apply  with  its 
customary  merciless 
efficiency.  Whatever  else  It 
may  bring  by  way  of 
excitement,  1999  will  in  this 
respect  be  no  different  from 
any  previous  year. 

peter.martin@ftam 


From  Ur  Howard  Flight.  MP 

Sir,  I suggest  there  has 
been  a failure  by  both  the 
City  and  Westminster  to 
appreciate  and  understand 
both  the  reasons  why  a com- 
mon withholding  tax  makes 
great  sense  to  continental 
Europe,  but  also  poses  an 
enormous  threat  to  the  City 
of  London. 

Continental  Europe  suffers 
structural  unemployment 
because  labour  is  over-taxed 
with  40  per  cent  to  SO  per 
cent  add-on  employment 
costs,  where  returns  from 
capital  are  relatively  under- 
taxed, particularly  as  the 
result  of  widespread  tax  eva- 
sion on  Interest  income. 

The  German  DM400bn  In 
Luxembourg  is  well  known 
but  there  Is  widespread 
reluctance  throughout  conti- 
nental Europe  by  individuals 
to  declare  and  pay  tax  on 
their  interest  Income.  The 
UK's  proposals  for  banks  In 
all  jurisdictions  to  have  to 
report  Interest  paid  to  indi- 
viduals to  their  relevant  tax 
authorities  Is  wholly  Imprac- 
tical, compared  with  a com- 
mon withholding  tax,  given 
the  numbers  Involved. 

For  the  City  of  London, 


From  Mr  Peter  Starmack. 

Sir,  1 found  Tony  Jack- 
son's call  for  a “return  to 
standards"  (“New  style  qual- 
ity Is  Just  a fiddle”,  Decem- 
ber 29)  in  quality  sad  and 
funny  at  the  same  time. 

The  word  “quality1*  has 
always  had  a multiplicity  of 
meanings,  as  pointed  out  by 
David  Garvin  in  the  Harvard 
Business  Review  during  the 
1980s. 

I have  been  present  at 
many  meetings  between  cus- 
tomers and  suppliers  where 
the  word  “quality”  was  ban- 
died about  freely,  only  to 
find  subsequently  that  both 
parties  had  meant  com- 
pletely different  things  when 
they  used  the  term. 


the  withholding  tax  focus  of 
both  the  Corporation  and 
others  has  been  on  the  Lon- 
don-based international 
bond  market.  The  Ear  bigger 
threat  of  20  per  cent  EU 
withholding  tax  is  to  Lon- 
don's position  as  the  leading 
banking  capital  with  the 
related  foreign  exchange  and 
derivatives  businesses. 

While  UK  law  provides,  in 
principle,  for  a 20  per  cent 
withholding  tax.  Interest 
ptrM  by  one  hank  to  another 
hank,  whether  resident  or 
non-resident,  is  exempt,  and 
non-resident  individuals  and 
companies  pan  also  receive 
Interest  gross  from  UK 
banks.  These  exemptions 
have  enabled  the  interna- 
tional bond  markets  to 
develop  in  London,  following 
the  introduction  of  US 
equalisation  tax  In  the  1960s. 

The  understandable  conti- 
nental European  objective, 
from  Its  perspective,  is  a 
common  withholding  tax  on 
all  interest  payments  cover- 
ing bank  as  well  as  bond 
interest  and  paid  to  both 
residents  and  non-residents 
of  the  EU  by  institutions 
based  within  the  EU.  A par- 
tial withholding  tax  would 


This  lack  of  shared  mean- 
ing is  only  one  symptom  of  a 
marketplace  where  reference 
points  have  been  lost.  Of 
course,  lack  of  a common 
reference  point  can  give 
potential  advantage  to  both 
buyers  and  sellers. 

“Quality”  can  be  used  to 
preserve  the  sort  of  ambigu- 
ity that  the  article  bemoans, 
leaving  the  door  open  for 
both  pre  and  post  purchase 
manoeuvres. 

What  Is  more  worrying  is 
that  Mr  Jackson  reinforces 
the  Illusion  that  “customers 
are  In  charge"  in  today's 
markets. 

As  the  article  Inadver- 
tently points  out,  customers 
in  today's  markets  have  no 


miss  the  objective  and  !«' 
subject  to  widespread  avoid- 
.inre  and  evasion.  Much  of 
the  German  undisclosed 
interest  income  from  Luxem- 
bourg represents  bank 
rather  than  bond  interest. 
Several  Italian  banks  have 
already  written  to  their  non- 
resident depositors,  advising 
they  will  be  stopping  with- 
holding tax  on  interest  pay- 
ments In  1999. 

If  the  UK, London  were 
subject  to  a common  EU 
withholding  tax,  on  the  pay- 
ment of  all  such  bank  inter- 
est to  residents  and  non- 
residents, what  is  at  peril  is 
its  entire  position  as  the 
world's  main  banking 

capital. 

The  deposits  would  move 
to  other  financial  centres 
such  as  Hong  Kong  and  New 
York  where  interest 
equalisation  tax  no  longer 
applies,  and  with  them 
would  move  the  related  for- 
eign exchange  and  deriva- 
tives business. 

Howard  Flight, 

(chairman, 

Investec  Guinness  Flight) 
House  of  Commons, 

London  SW1A  0AA.  UK 


clear  objective  (even  qual- 
ity). Without  clear  objectives 
no  process  can  be  controlled. 
This  means  that  no-one  is 
“in  charge"  in  today's  mar- 
kets (a  fact  that  is  clearly 
demonstrated  by  market 
behaviour). 

If  Mr  Jackson  thinks  that 
quality  is  just  a fiddle,  per- 
haps he  would  like  to  think 
about  the  term  “cost”,  and 
just  what  the  hell  that 
means. 

Peter  Stannack. 
director. 

Sourcing  Performance  Ltd, 
P0  Box  44, 

Ashlngton, 

Northumberland  NE  69  8YP, 
UK 


Sorting  out 
the  crackers 
the 

stock  turkeys 

From  Mr  Geoff  Miller. 

Sir.  1 read  Nicky  Sameago- 
Turner's  letter  (December 
jjg)  with  dismay. 

All  too  often  the  backers 
of  high-tech  companies  com- 
plain that  in  this  country 
there  is  not  a sufficiently  tttf 
uld  market  for  tech  stocks  to 
allow  venture  capitalists  to 
exit  their  investment,  t am 
totally  in  favour  of  tachwd* 
opy  stocks  but  would  make 
two  points: 

First,  there  Is  a very  good 
market  for  quality  tech 
nology  companies  that  reach 
the  milestones  they  set 
themselves  and  deliver  on 
promises.  Sage  seems  to 
have  developed  very  nicely, 
Colt  Telecom  does  not  aeon 
to  have  had  a problem  in 
finding  backers.  The  prob- 
lem is  that  too  many  reach 
the  market  too  soon  and  fall 
to  deliver  on  promises. 

Second,  many  venture  cap- 
ital companies  have  sought 
listings  not  to  provide  capi- 
tal for  project  development 
but  often  us  an  exit  for  origi- 
nal backers.  Fund  managers 
are  perfectly  willing  to  pro- 
vide backing  for  a project 
but  because  of  the  long-term 
nature  of  developing  tech- 
nology', companies  should 
not  expect  to  float  at  a 
hugely  Inflated  value. 

There  is  also  a question  at 
the  point  at  which  a float  is 
appropriate.  Too  many  flota- 
tions of  technology  related 
companies  have,  in  my  view, 
happened  too  early.  There 
must  be  the  prospect  of  prog- 
ress or  there  will  be  no  basis 
for  valuation  of  a company. 

Don't  underestimate  the 
appetite  for  technology 
stocks,  but  try  to  bring  a few 
crackers  to  the  market  and 
not  too  many  turkeys. 

Geoff  Miller, 
investment  strategist, 

Brewln  Dolphin  Securities, 

5 Glltspar  Street, 

London  EClA  9BD.  UK 
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Never  mind  the  quality  — who  is  in  charge? 


S M O O T H 1 N t.  Y OUR  TR  ANS  I I I O N 
TO  THE  EURO 


NATEXIS 

BANQUE  ISO  CERTIFICATION 
EXTENDED  TO 
DOCUMENTARY  CREDITS 

In  November  1995,  Natexis  Banque  was  ISO  certified  for  the 
processing  of  domestic  payments. 

In  November  1996.  Natexis  Banque  ISO  certification  was 
extended  to  international  payments  as  well  as  domestic  checks. 

In  December  1998,  both  previous  certifications  have  been 
confirmed  and  Natexis  Banque  is  proud  to  announce  that 
it  ranks  among  the  first  banking  institutions  to  receive 
the  ISO  9002  label  for  Documentary  Credits  activities. 

Relying  on  Natexis  Banque's  expertise  in  these  areas  will 
ease  your  transition  to  EURO. 


NATEXIS 

BANQUE 

BFCE 


Cultural  resolution 

John  Uoyd  visits  a Skoda  factory  In  the  Czech  Republic  and  finds  this  former 
communist  industrial  icon  thriving  under  foreign  ownership 


10  years 
after 


A word  that  crops  up  time 
and  time  again  in  central 
European  conversations  is 
culture.  Not  culture  In  the 
sense  of  art,  but  In  the  sense 
of  a democratic  political  cul- 
ture, capable  of  settling  dif- 
ferences by  negotiation, 
creating  an  elite  that 
observes  limits  to  its  power 
and  greed,  and  developing 
institutions  that  are  more 
than  Just  facades. 

There  Is  another  way  of 
using  culture  that  is  particu- 
larly Czech:  it  refers  to  the 
industrial  culture  of  the 
place  that  Is,  If  not  as  old  as 
Britain's,  certainly  long-es- 
tablished by  eastern  Euro- 
pean standards. 

Take  Mlada  Boleslav,  the 
town  where  Skodas  have 
been  made  for  most  of  this 
century.  Ten  years’  ago,  the 
car’s  unreliability  made  it 
the  butt  of  endless  Skoda 
jokes  abroad,  even  though 
the  Czech  company  was 
probably  the  best  of  the  for- 
mer Comecon  car  producers. 
Not  any  longer. 

In  the  J.D.  Power  survey 
of  customer  satisfaction  in 
the  UK  last  year.  Skoda 
came  top.  Foreign  invest- 
ment is  part  of  the  answer. 
In  1991,  Volkswagen  took  a 
30  per  cent  share  in  the  com- 
pany. Increasing  Its  stake  to 
70  per  cent  in  1995.  VW  has 
built  a new  plant  at  Mlada 
Boleslav  which  does  not  look 
unpleasant  to  work  in.  It 
produces  the  Felicia  and 
O eta  via.  two  models  that- 
command  more  than  half  the 
domestic  market,  and  which 
are  mailing  inroads  in  the 
west 

Wilfried  Boekelmann,  a 
VW  man  who  heads  the 
research  and  design  depart- 
ment at  Skoda,  says;  "The 
training  we  do  here  is  quite 
different  from  the  training 
we  do  in  Portugal  [where 
VW  also  has  a subsidiary], 
Skoda  was  world  class  to  the 
end  of  the  1930s;  it  was  prod- 
ucing rally  winners  and 
superb,  beautiful  cars.  .Even 
in  the  communist  era  they 
came  up  with  original  solu- 
tions, because  they  had  a 
good  deal  of  technical  free- 
dom until  the  mid-1950s." 


Mr  Boekelmann  says  VW 
would  not  have  Invested  In 
Mlada  Boleslav  if  the  indus- 
trial culture  had  not  been 
already  present  “It’s  a town 
that  has  been  dedicated  to 
manufacturing  cars  for 
nearly  100  years,"  he  says. 
“You  can't  just  create  this 
technical  memory.  It  is 
where  your  grandfather  and 
great-grandfather  worked  at 

TTmlrlng  cars.” 

Mlada  Boleslav  is  not 
highly  automated.  Along  the 
quiet  assembly  lines,  men 
and  women  manoeuvre  body 
parts  into  position,  weld 
metal  and  screw  down  com- 
ponents. The  Skoda  lines  are 
labour  intensive,  reflecting 
the  low  cost  of  labour,  even 
though  Skoda  says  It  pays  40 
per  cent  above  the  average 
Czech  wage. 

With  this  combination  - 
an  Industrial  culture  and 
low  wages  - the  company 
can  expect  to  make  cheap, 
good  cars  for  some  years. 
VW  has  replaced  most  of 
Skoda's  management.  Dr 
Lubos  Kopecky,  director  of 
marketing  for  central  and 
eastern  Europe,  is  one  of  the 
few  old  hands  who 
remained:  “It  was  a highly 
difficult  transition  for  me.  I 
worked  in  a company  that 
tad  no  marketing.  We  pro- 
duced and  delivered  to  the 
state  car  network  or  the 
state  export  organisations. 
Nobody  really  had  to  work 
before.  My  secretary,  for. 
example,  refused  to  learn 


about  computers;  now  she 
can't  live  without  them. 
“You  cannot  underestimate 
how  little  we  knew  about  the 
outside  world,"  he  adds. 
“How  unaware  we  were  of 
multinational  society.” 

I remembered,  while 
talking  to  Mr  Kopecky  in  the 
canteen  next  to  the  Skoda 
museum,  visiting  the  Skoda 
plant  in  1990  and  talking  to 
distraught,  monosyllabic 
executives  whose  party 
cards  had  suddenly  changed 
from  being  a ticket  to  privi- 
lege to  a mark  of  Cain.  The 
executives  could  see  that 
their  days  were  numbered. 

VW  has  detected  the  exis- 
tence of  a buried  culture  and 
exhumed  It;  but  this  is  not 
yet  the  general  trend.  Most 
Czech  engineering  remains 
substantially  unmodemised 
and  under  state  control. 

Vaclav  Klaus,  .a  former 
prime  minister  and  radical 
free  marketeer,  was  slow  to 
privatise  Czech  Industry.  His 
socialist  successor,  Milos 
Zeman,  has  much  work  to 
do.  There  Is  no  mainstream 
alternative  to  either  capital- 
ism or  democracy  - but  in 
practice,  both  are  proving 
slow  to  take  root  in  the 
Czech  Republic. 

In  part,  this  may  be 
because  In  Prague,  as  in 
Gdansk,  the  great  symbol  of 
liberation  has  fallen  off  his 
pedestal.  Vaclav  Havel,  the 
playwright  who  was  sup- 
pressed. censored  and 
Imprisoned  by  the  commu- 


nists. was  the  unconteated 
tender  of  the  “velvet  revolu- 
tion". No  central  European 
dissident  expressed  better,  in 
samizdat  essays  of  great 
humanity  and  lucidity,  the 
demoralising  experience  of 
living  under  an  omnipresent 
authoritarian  regime. 

His  reputation,  domesti- 
cally and  internationally, 
was  great.  But  he  was 
wholly  unprepared  for  politi- 
cal office  when  he  became 
president  after  the  collapse 
of  communist  rule. 

Mr  Havel  has  been  sick,  he 
has  remarried  after  the 
death  of  Olga,  his  wife,  and 
he  is  suffering  from  the 
unpopularity  of  his  second 
wife,  a high-living  actress. 
More  fundamentally,  saya 
Jan  Urban,  a former  com- 
rade, the  social  democratic 
Ideals  expressed  by  Mr 
Havel,  which  often  acted  as 
a counterweight  to  the  neo- 
liberal  policies  of  Mr  Klaus, 
his  prime  minister,  are  now 
voiced  by  a Socialist  party  in 
power.  Mr  Havel  no  longer 
needs  to  bold  a banner  of 
freedom:  it  flies  securely 
over  the  presidential  palace. 

Tbe  disillusionment  with 
freedom's  leaders  Is  also 
sometimes  vented  against 
the  population  itself.  Senator 
Mlchal  Zantovsky.  a former 
spokesman  for  President 
Vaclav  Havel,  says:  "Tbe 
largest  legacy  of  the  commu- 
nist period  is  a lack  of  moral 
sense.  Communism  bred  a 
cynical  sense  of  all  politics. 

Jiri  Dlenstbier,  who  was 
the  first  anti-communist  for- 
eign secretary  of  the  Czech 
Republic,  says:  T thought 
that  people  would  think  for 
themselves  after  50  years  of 
communism.  But  it  is  often 
not  so." 

“Havel  and  rLech]  Walesa- 
saw  politics,  naturally,  as  a 
cause,"  Mr  Urban  says. 
“They  never  understood  that 
it  is  a profession,  at  which 
some  people  who  are  not 
warriors  for  a cause  are  good 
and  some  who  are  warriors 
are  bad." 

Perhaps  this  is  normal  If. 
to  quote  playwright  John 
Osborne,  there  are  “no  good 
brave  causes  left",  that  Is 
because  the  cause  has  been 
won  and  the  culture  can  be 
renewed  once  more. 

This  is  a continuing  aeries. 
Ankles  on  Hungary  and 
Poland  appeared1  on  Decem- 
ber 2S  and  29  respectively. 


No  joke:  the  Mlada  Boleslav  factory  and  finished  product 
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Bomb  with  a 
360-day  fuse 


Stretched  to  the  limit 

In  1 999,  Britain  begins  a radical  experiment  in  devolving  power  to  the  nations  that  make  up  the  : 
United  Kingdom.  Brian  Groom  and  Andrew  Parker  ask  where  it  will  all  end  : 


The  inability  of  many,  perhaps  Qf 
most,  computer  systems  to  cope 
with  the  Year  2000  date  change 
has  so  far  been  regarded  chiefly 
as  a technical  problem.  With  less 
than  a year  left  in  which  to  mod- 
ify systems  and  make  contin- 
gency plans  for  the  consequences 
of  inevitable  failures,  it  has 
clearly  become  a man^g^ai  and 
political  issue. 

■ There  is  simply  too  little  time 
left  to  correct  all  the  billions  of 
lines  of  computer  code  world- 
wide which  could  be  harbouring 
so-called  “millennium  bombs”, 
the  inability  of  computer  systems 
to  distinguish  between  the  pres- 
ent and  the  next  century.  It  is 
clear  by  now  that  the  threat  is 
real  and  serious.  Many  large  com- 
panies have  already  suffered 
computer  failures  related  to  Year 
2000  problems. 

But  the  most  exasperating  fea- 
ture Of  the  millennium  bomb  is 
that  nobody  knows  how  much 
disruption  could  be  caused,  it  is 
impossible  to  calculate  how 
many  processors  are  embedded  in 
industrial  machinery,  and  what 
proportion  of  them  are  vulnera- 
ble to  the  bomb.  Nor  is  it  known 
how  seriously  the  problem  is 
being  taken  in  less  .developed 
countries  with  many  computer 
systems  but  little  money  for 
repairs. 

More  worryingly.  nobody  has 
been  able  to  establish  a universal 
and  credible  test  for  whether 
computer  systems  understand 
tbe  year  2000.  Without  such  a 
measure,  it  is  impossible  to  legis- 


late for  compliance.  In  the  US 
companies  have  been  asked  to 
publish  reports  on  their  progress 
in  tackling  the  problem.  But  tbe 
extent  to  which  a company  has 
completed  its  Year  2000  prepara- 
tion is  subjective.  Much  depends 
on  the  care  with  which  it  carried 
out  its  assessment  of  potential 
problems.  There  is  plenty  of  evi- 
dence, moreover,  that  repairing 
old  software  introduces  new 
errors  which  may  cause  the  sys- 
tem to  fan 

Even  so,  most  of  the  world’s 
larger  companies  are  already 
spending  heavily  to  defuse  the 
bomb  and  are  ranking  customers 
and  suppliers  aware  of  the  conse- 
quences of  disruption  to  the  sup- 
ply chain. 

Tbe  most  likely  scenario  after 
January  1,  2000  is  not  apocalypse 
but  a slow  process  of  attrition  in 
which  small  failures  gradually 
accumulate  until  serious  disorder 
occurs.  The  strain  placed  on  pub- 
lic utilities  by  millennium  cele- 
brations in  the  world's  biggest 
cities  will  do  nothing  to  ease  mat- 
ters. 

At  this  point,  the  only  sensible 
strategy  must  be  a combination 
of  setting  priorities  and  contin- 
gency planning.  Managers  must 
assume  that  there  will  be  failures 
and  prepare  for  them.  But  the 
peculiar  nature  of  the  bomb 
means  it  will  have  to  be  defused 
by  persuasion  rather  than  coer- 
cion. The  world's  politicians 
must  demonstrate  sensitive  and 
clear-minded  leadership  if  serious 
disruption  and  widespread  alarm 
and  dismay  are  to  be  avoided. 


Asia’s  own  bank 


One  of  the  many  policy  questions 
thrown  up  by  the  Asian  crisis  is 
whether  the  world  needs  regional 
development  banks  to  comple- 
ment tbe  activities  of  the  World 
Bank. 

Tbe  Asian  Development  Bank 
has  played  an  important  role  in 
providing  additional  finance,  but 
the  value  of  its  other  contribu- 
tions is  less  clear. 

The  bank  badly  needs  to  assess 
this  record  in  the  light  of  the 
crisis.  Not  only  is  it  about  to 
install  a new  president  to  replace 
the  retiring  Mitsuo  Sato.  It  also 
needs  to  plan  for  a capital 
increase.  Tadao  Chino,  Mr  Sato's 
successor,  will  have  the  job  of 
selling  this  idea  to  a sometimes 
sceptical  membership. 

There  will  hardly  be  an  enthu- 
siastic response  if  Mr  Chino’s 
case  rests  simply  on  the  ADB's 
ability  to  come  up  with  bulk 
funds  at  times  of  crisis.  If  all  that 
is  required  is  access  to  the  capi- 
tal markets,  an  enlarged  World 
Bank  would  be  just  as  good  and 
probably  mare  efficient.  To  jus- 
tify its  request  for  more  capital, 
the  ADB  must  show  expertise 
which  only  it  commands. 

The  does  not  come  easily.  The 
organisation  is  hamstrung  in 
terms  of  image-building  by  the 
natural  reticence  of  many  of  its 
members  and  by  the  awkward- 
ness of  Japan,  its  most  influential 
shareholder,  in  dealing  with  its 
neighbours. 

Mr  Sato  did,  rather  slowly, 


begin  the  process  of  change.  Both 
in  seeking  out  innovative  ways  of 
financing  infrastructure  and  in 
bringing  a special  Asian  perspec- 
tive to  tbe  international  debate 
on  development  issues,  he  sought 
to  give  the  ADB  a particular 
stamp.  Bat  his  achievements 
were  limited  by  his  innate  cau- 
tion, and  the  hank  basically 
relied  on  leadership  from  Wash- 
ington in  addressing  the  Aslan 
crisis. 

Mr  Chino  needs  to  carry  on  the 
task  more  boldly,  adding  new 
skills  in  areas  like  policy  surveil- 
lance, where  tbe  bank  can  pro- 
vide an  intimate,  and  therefore 
effective  setting  for  the  exercise 
of  peer  pressure.  The  establish- 
ment of  effective  regulatory  Insti- 
tutions for  the  financial  and  util- 
ity sector  will  be  another 
challenge,  as  Asia  comes  out  of 
crisis.  So  is  the  development  of 
new  skills  among  its  members  in 
areas  like  competition  policy. 

But  Mr  Chino  must  also  be  a 
diplomat,  carving  out  a special 
role  for  the  bank  without  divorc- 
ing it  from  the  mainstream 
Washington  consensus.  The 
breakdown  of  that  consensus 
over  the  economic  and  financial 
problems  of  Asia  helps  in  this 
respect  Yet  tbe  central  difficulty 
remains.  To  survive,  the  ADB 
must  be  able  to  work  with  its 
bigger,  global  sister,  but  it  must 
also  have  something  of  its  own  to 
offer.  There  is  no  point  in  just 
being  a clone. 


Charlie’s  chagrin 


For  a politician  so  jealous  of 
publicity  it  must  have  been  irk- 
some for  Gordon  Brown.  Britain’s 
chancellor,  to  see  his  colourful 
press  secretary  commanding  so 
many  headlines  in  recent  weeks. 
But  now  Charlie  Whelan,  long- 
time aide  and  confidant  of  Mr 
• Brown,  has  announced  his  inten- 
4 1 tton  to  leave  the  Treasury.  When 
1 1*  the  messenger  becomes  the  story 
* ' it  is  time  to  depart.  Yet  for  all  the 
recent  fuss,  the  chancellor  did 
not  want  to  lose  Mr  Whelan.  His 
regrets  are  misplaced. 

Some  will  blame  this  latest 
forore  on  the  Tebrile  atmosphere 
in  the  Westmlster  media  tillage 
following  the  cabinet  resignation 
of  Peter  Mandelson.  Others  may 
bbserve  that  there  is  a certain 

poetic  justice  when  a government 

which  puis  so  much  faith  in 
image-makers  suffers  such  mis- 
fortunes at  their  hands.  Yet  Mr 
Whelan  is  also  an  important  sym- 
bol of  the  politics  of  vanity  and 
envy  which  have  begun  to  disfig- 
ure Tony  Blair's  government. 

Although  he  vigorously  denies 
the  charge,  the  chancellor's  aide 
is  blamed  by  many  for  leaking 
tbe  finnnrial  information  which 
. led  to  Mr  Mandelson's  demise. 
. m Either  way.  Mr  Whelan  has  long 
vf  been  an  active  agent  in  denigrat- 
” ing  the  chancellor's  so-called  cab- 
inet enemies,  Mr  Mandelson 
prominent  among  them. 

In  a world  divided  between 
Brownites  and  Blairites,  his  role 
was  not  to  present  the  govern- 


ment's economic  policy  but  to 
promote  the  personal  ambitions 
of  Mr  Brown.  In  that,  Mr  Whelan 
was  his  master’s  voice.  And  his 
total  loyalty  was  rewarded,  until 
now,  with  the  chancellor's  politi- 
cal protection. 

The  irony  is  that  this  faithful 
servant  has  tarnished  rather 
than  burnished  Mr  Brown's 
image.  The  chancellor  can  claim 
a real  achievement  as  the  intel- 
lectual architect  of  New  Labour’s 
economic  strategy.  Yet  he  is  all 
too  often  seen  as  a politician 
smouldering  with  resentment  at 
his  failure  to  become  Labour 
leader  and  determined  to  lead  his 
own  faction  within  the  party. 

He  is  not  alone  in  such  vanity. 
The  recent  effort  of  John  Pres- 
cott, the  deputy  prime  minister, 

to  exploit  Mr  Mandelson's  depar- 
tures by  stirring  the  embers  of 
Old  Labour  smacks  of  another 
triumph  of  ego  over  good  judge- 
ment Mr  Prescott  it  seems,  felt 
the  need  to  remind  us  that  he  too 
is  an  important  politician. 

Yet  it  no  accident  that  the  min- 
isters whose  reputations  have 
prospered  over  the  past  IS 
months  are  those  who  have  qui- 
etly got  on  with  the  job  of  gov- 
erning. Jack  Straw  at  the  home  i 
office,  David  Blunkett  at  educa- 
tion and  Frank  Dobson  at  health, 
to  name  three,  have  offered  pol- 
icy without  the  swagger.  As  he 
says  goodbye  to  Mir  Whelan,  Mr 
Brown  should  take  the  opportu-  ; 
nity  to  do  likewise.  i 


ReshapiftgtteliK 


*7  suspect  the  trouble  may  be 

terminal  Britishness  has  passed 
from  being  one  of  the  soundest 
properties  on  the  international 
ideas-mart  (liberal,  trustworthy, 
decent,  first  among  equals.  Mother 
of  this-and-that,  progressive  haven 
etc)  to  being  a downmarket  left- 
over - not  quite  a slum,  but  head- 
ing in  that  direction.” 

Thus  Tom  Naim,  Scotland's 
leading  nationalist  intellectual, 
put  his  case  bluntly  to  tbe  Com- 
mons Scottish  affairs  committee. 
The  government's  crash  pro- 
gramme of  constitutional  reform, 
he  suggested,  had  come  too  late 
to  save  the  crumbling  United 
Kingdom  of  Great  Britain  and 
Northern  Ireland. 

Mr  Nairn  predicted  Lbe  UK 
would  rapidly  become  “an  archi- 
pelago-system of  effectively  inde- 
pendent polities,  meeting  regu- 
larly to  discuss  or  decide  issues 
of  common  interest".  Scotland 
would  achieve  de  facto  indepen- 
dence after  2000.  be  predicted, 
and  de  jure  independence  by  2010. 

Other  crystal  hall-gazers  dis- 
pute his  vision,  or  at  least  his 
timetable,  but  few  doubt  the 
momentous  nature  of  the 
changes  about  to  be  unleashed. 
Even  if  devolution,  as  the  process 
is  known  in  the  UK,  does  not  tear 
the  union  apart,  it  will  transform 
the  country  irreversibly. 

There  is  no  turning  back.  For 
better  or  worse,  1999  is  the  year 
in  which  devolution  moves  from 
the  drawing  board  to  reality. 

On  May  6,  elections  will  be 
held  for  a devolved  Scottish  par- 
liament and  a Welsh  assembly.  A 
Northern  Ireland  assembly  is 
already  being  created. 

From  April  1.  eight  English 
regions  will  have  development 
agencies,  overseen  by  regional 
chambers  of  councillors  and  busi- 
ness people.  Next  year  London 
will  have  a directly  elected 
mayor  and  regional  authority. 

Tony  Blair,  UK  prime  minister, 
claims  his  government's  constitu- 
tional plans  are '“the  biggest  pro- 
gramme of  change  to  democracy 
ever  proposed".  Timid  on  other 
matters,  he  leads  a radical, 
reforming  government  on  this. 

Eleven  constitutional  bills  were 
passed  in  the  first  parliamentary 
session,  including  incorporation 
of  tbe  European  Convention  on 
Human  Rights  into  UK  law.  Still 
on  the  agenda  are  the  reform  of 
the  House  of  Lords,  the  unelected  • 
upper  chamber  of  parliament, 
freedom  of  information,  and  the 
national  electoral  system. 

The  reforms  aim  to  bring  gov- 
ernment closer  to  the  people.  The 
result  may  appear  lop-sided  - 
tax-raising  powers  for  Scotland, 
law-making  powers  for  Scotland 
and  Northern  Ireland,  only  sec- 
ondary legislative  powers  for 
Wales,  and  very  little  for  England 
- but  ministers  say  they  are 
responding  to  the  varying 
demands  of  different  regions. 

The  stakes  could  hardly  be 
higher.  Because  he  has  invested 
so  much  persona]  capital  in 
Labour’s  devolution  plans,  the 
Scottish  elections  will  be  tbe 
stiff est  test  yet  for  Mr  Blair  and 
his  20-montb-oId  government. 

If  Labour  loses  Scotland  to  the 
Scottish  National  party'  - which 
wants  to  hold  a referendum  on 
independence  - it  would  cast  a 
deep  pall  over  achievements  in 
other  fields. 

Tbe  forthcoming  elections 


underline  how  difficult  it  has 
proved  to  hold  the  nations  of  the 
UK  together  since  the  demise  of 
the  global  empire  that  once  gave 
them  common  purpose. 

Mr  Naim  is  not  toe  only  expert 
trying  to  imagine  how  a devolved 
Britain  might  look.  In  a book  to 
be  published  next  month.  12  of 
Britain's  leading  academics, 
grouped  around  toe  Constitution 
Unit  at  University  College  Lon- 
don, make  an  attempt  to  read  the 
future,  based  on  the  experience 
of  other  countries. 

While  recognising  the 
far-reaching  nature  of  the 
reforms,  they  see  shortcomings. 
“Each  initiative  has  been 
planned  with  little  obvious 
regard  to  the  other  elements  in 
the  devolution  package,  and  with  _ 
no  sense  of  the  package  as  a’ 
coherent  whole,”  they  say. 

Robert  Hazell,  toe  unit's  direc- 
tor and  tbe  main  author,  adds: 
"Despite  the  devolution  pro- 
gramme much  of  the  govern- 
ment's language  is  centralising 
in  tone,  and  in  major  parts  of  the 
constitutional  reform  programme 
distinctly  ambivalent” 

Nonetheless,  toe  changes  “will 
release  powerful  dynamic  forces 
that  will  be  beyond  tbe  govern- 
ment’s control".  Turn  tbe  clock 
forward  10  years,  and  the  UK 
could  be  a different  place. 

Picture  a fixture  in  which  all 
the  assemblies  have  enhanced 
their  authority.  The  Scottish  par- 
liament independent  or  not  has 
used  its  tax  powers.  The  North- 
ern Ireland  assembly  has  the 
right  to  tax  and  the  Welsh  assem- 
bly has  been  transformed  into  a 
parliament  with  rights  to  legis- 
late and  tax.  England  has  strong 
elected  mayors  in  its  big  cities 
and  elected  assemblies  in  several 
regions.  The  Lords  has  become  a 
largely  elected  body  representing 


the  nations,  regions  and  cities. 
The  Commons,  or  lower  house  of 
parliament  is  elected  by  propor- 
tional representation.  A Bill  of 
Rights  has  been  passed  with  a 
Freedom  of  Information  Act.  and 
a Supreme  Court  created. 

That  is  the  “maximal"  sce- 
nario. There  is  a “minimal"  one 
as  well,  but  even  under  this,  Mr 
Hazell  argues,  “the  cumulative 
impact  will  be  profound,  because 
tbe  constitutional  reforms  will 
unleash  a political  and  legal 
dynamic  that  the  government 
will  not  be  able  to  rein  back". 

Devolution  is  a process.  Mr 
Hazell  says,  not  an  event.  There 
can  be  no  fixed  “settlement”. 
Each  part  will  affect  the  others. 

“There  is  likely  to  be  a process 
of.  leapfrog  whereby  the  slower 
English  regions  seek  to  catch  up 
with  those  that  have  established 
regional  assemblies;  and  Wales 
seeks  to  emulate  Scotland.  This 
may  lead  the  Scots  to  press  for 
further  devolution  to  stay  one 
step  ahead,”  the  book  says. 

Political  parties  will  be  deeply 
affected.  Even  without  propor- 
tional representation  For  West- 
minster. devolution  is  likely  to 
fragment  national  parties  and 
spawn  new  regional  ones. 

It  will  be  difficult  for  the  prime 
minister  to  impose  his  will, 
despite  the  choice  of  Blairite 
Labour  candidates  in  Scotland 
and  Wales.  “To  compete  against 
toe  SNP  electorally  the  Scottish 
Labour  party  will  have  to  empha- 
sise its  Scottishness  and  distance 
itself  sharply  from  the  British 
Labour  party,”  tbe  book  says. 

Judges  will  be  drawn  into  polit- 
ical disputes  about  the  validity  of 
Scottish  or  Northern  Irish  legisla- 
tion. Devolution  will  mean  big 
changes  for  Whitehall,  which  is 
likely  to  face  pressure  for  the 
Scottish  parliament  and  Welsh 


assembly  to  have  their  own  civil 
service,  as  in  Northern  Ireland. 

The  most  controversial  impact 
will  be  on  Westminster.  “Europe 
and  devolution  will  weaken  it,  as 
parliamentary  sovereignty  is 
squeezed  from  above  and  below." 
the  book  says. 

The  executive's  dominance 
may  be  reduced  by  devolution, 
the  human  rights  convention, 
freedom  of  information,  the 
onward  march  of  toe  European 
Union,  parliamentary  reform  and 
electoral  reform.  Mr  Hazell  com- 
ments: “To  those  outside  it  will 
seem  like  a long  overdue  taming 
of  toe  leviathan.” 

There  will  he  tensions.  The  big- 
gest is  likely  to  be  over  finance, 
with  English  regions  becoming 
increasingly  restive  over  the. 
higher  public  spending  enjoyed 
by  the  other  nations.  “The  time 
win  come  when  the  government 
is  forced  to  concede  a fresh  needs 
assessment,"  toe  authors  say. 

Tbe  greatest  uncertainty  is 
over  English  devolution.  The  gov- 
ernment has  blown  hot  and  cold 
over  elected  regional  assemblies 
- recent  comments  suggest  they 
are  firmly  on  the  agenda  for  a 
second  term,  but  some  see  tins  as 
conflicting  with  proposals  for 
elected  mayors  in  the  cities. 

The  book  says:  “There  may  not 
be  room  for  two  political  leaders 
claiming  to  be  toe  voice  of  the 
region.  Which  model  wins 
through  may  depend  on  who 
occupies  the  political  space  first 
At  present  the  elected  mayors 
look  likely  to  get  there  first." 

Devolution  is  already  causing 
headaches  for  Labour.  The  SNP 
is  at  its  heels  in  Scotland,  helped 
by  allegations  of  Labour  sleaze 
and  poor  organisation.  In  Wales, 
where  Labour  had  seemed 
assured  of  a working  majority, 
things  are  less  certain  after  Ron 


OBSERVER 


You  must 
be  kidding 

Investing  in  the  stock  market  is 
child’s  play  - just  ask 
10-year-old  Michael  KeinSnen, 
whose  hobbies  indude  football, 
watching  TV  and  stock  selection. 
The  miniature  money  manager’s 
Investment  skills  have  just  won 
him  enough  cash  to  buy  a 
Hfefrne's  supply  of  gobstoppers. 

Young  Michael  may  hail  from 
the  little  town  of  Sandared  in 
south  west  Sweden  but  when  it 
comes  to  picking  go-go 
companies  he's  up  there  with  the 
best  that  London  or  New  York 
can  offer.  The  nipper  last  year 
turned  a SKrfl.OOO  investment 
into  a share  portfolio  worth  - 
SKr21 ,184  - an  annual  return  of 
135  per  cent  In  the  process  he’s 
won  a SKrl  m prize  as  the 
champion  of  Bars  SM  93,  an 
annual  competition  to  find  the 
country's  top  private  share 
tipster. 

Advised  by  his  father  Markku  - 
who  insists  that  the  prize  money 
is  being  put  aside  to  fund  the 
youngster’s  education  - Michael 
outperformed  many  older 
Institutional  investors  by  buying 
into  three  fast-growing  Swedish 
stocks:  Europolitan,  the  GSM 
network  operator;  Entra  Data,  the 
FT  consultants;  and  Doro 
TeJefoni,  the  IT  and  telecoms 
products  distributor. 

For  1999  his  top  tips  include 
Nordic  companies  Nokia,  Modul 
1 and  Rasco.  it  sH  goes  to  prove 


the  old  Swedish  saying:  Sma 
giytor  har  ocksa  dron.  Small  pots 
also  have  ears. 

January  sales 

Charles  Miller  Smith  yesterday 
found  time  to  muse  on  file 
composition  of  the  board  at 
Imperial  Chemical  Industries.  It 
seems  that  the  ICI  chief 
executive,  along  with  chairman 
Sir  Ronald  Hampel,  are  alone 
among  directors  in  not  having 
seats  in  the  House  of  Lords. 

Miller  Smith's  more  immediate 
priority  is  to  hang  on  to  the  seat 
he's  got  at  the  chemical  group’s 
London  headquarters.  The 
collapse  of  his  plan  to  sell  ICI-'s 
Tioxide  business  may  be  seen  by 
the  stock  market  as  an  event 
beyond  his  control,  but 
shareholders'  continuing  support 
for  his  vision  won't  last  forever. 

Initially  feted  as  the  man  to 
convert  a drifting  giant  Into  a 
world-beating  specialist 
chemicals  company.  Miller  Smith 
has  more  recently  been  accused 
of  flogging  the  family  silver  in 
exchange  for  a mountain  of  debt 
For  the  meticulously 
well-organised  Glaswegian 
accountant,  his  handling  of  the 
Tioxide  debacle  will  surely  decide 
the  future  of  Id’s  first  externally 
recruited  chief  executive. 

To  his  critics,  the  courteous, 
self-deprecating  but  steely  tough 
Miller  Smith  can  rightfully  ask 
what  sort  of  state  would  ICI  now 
be  in  without  him?  But  with  a 
cyclical  market  working  against 


him,  getting  his  big  plan  back  on 
track  will  test  his  famous  zeal 
and  single-mindedness  to 
breaking  point. 

Life  might  have  been  easier  if 
the  59-year-old  had  won  the  top 
job  at  his  old  company  Unilever, 
where  he  immersed  himself  In 
the  fragrances  and  flavourings 
division.  But  he's  a risk-taker 
who  insists  a new  ICI  will  rise 
and  shine,  despite  the  set-back. 
He's  got  to  creek  on,  before  the 
atmosphere  at  Britain's  one-time 
Industrial  bellwether  turns  less 
than  fragrant 

Darling  Charlie 

The  unmistakable  sound  of 
champagne  corks  popping  deep 
inside  the  British  Treasury  - and 
it's  got  nothing  to  do  with  the 
launch  of  the  euro. 

News  that  Charlie  Whelan,  one 
of  chancellor  of  foe  exchequer 
Gordon  Brown's  closest  aides,  is 
to  leave  has  got  1999  off  to  a 
splendid  start  for  those  Treasury 
tollers  who’ve  been  left  out  In  the 
cold  by  the  coterie  surrounding 
Brown.  The  departing  special 
adviser,  a one-time  communist 
and  foreign  exchange  dealer.  Is 
going  In  foe  wake  of  the 
departure  of  cabinet  minister 
Peter  Mandelson.  His  downfall 
followed  controversy  surrounding 
the  financing  of  his  ultra- smart 
London  home  and  Whelan  was 
widely  accused  of  leaking  the 
story  to  undermine  someone 
regarded  as  an  enemy  of  the 
Brown  camp. 


The  almost  simultaneous  • 
departure  of  Treasury  minister 
Geoffrey  Robinson,  who  made  an 
undisclosed  loan  to  Mandelson, 
had  already  brought  some 
badly-needed  Christmas  cheer 
but  the  passing  of  the 
quarrelsome,  fiercely  loyal 
Whelan  at  ttie  first  “appropriate 
opportunity"  is  a cause  for 
thinly-disguised  rejoicing.  The 
44-year-old  football  fanatic  made 
enemies  - not  least  among  them 
former  top  Treasury  civil  servant 
Lord  Bums  - from  the  moment 
he  walked  into  the  place  behind 
his  boss  after  the  1997  general 
election. 

But  if  Whelan  discovers  that  an 
"appropriate  opportunity”  is  hard 
to  find  - who  wants  a 
controversial,  ex-spin  doctor?  - 
how  much  harder  will  it  prove  for 
Brown  to  find  a replacement 
special  adviser? 

The  chancellor's  damlike 
private  office  - once  at  the 
pinnacle  of  every  aspiring 
mandarin's  ambitions  - is  now 
regarded  as  a no-go  zone;  there 
will  be  few  Internal  candidates 
stepping  forward.  And  who  else 
in  a party  machine  where  the 
softly-softly  march  of  the  Blairites 
advances,  will  want  to  join  the 
Brown  camp? 

Perhaps  the  chancellor  could 
do  the  unthinkable.  Leave  his 
image  and  the  presentation  of 
government  economic  policy  to 
his  press  office.  And  call  back 
the  press  officer  Whelan  saw  off 
when  he  was  still  a power  in  the 
land. 


Davies  resigned  under  a cloud  as.' 
Welsh  secretary.  The  attempt  by 
Alun  Michael,  his  successor,  to) 
become  Labour's  candidate  for* 
first  secretary  is  handicapped  by 
the  perception  that  he  is  Down-; 
ing  Street’s  man  - an  early  indi- 
cation of  the  difficulties  national 
parties  are  likely  to  experience! 
with  increasing  frequency. 

But  the  game  has  scarcely* 
begun.  Vernon  Bogdanor,  profes-. 
sor  of  government  at  Oxford  Uni- 
versity and  a devolution  sup-' 
porter,  remains  optimistic.' 
Separatist  pressure  would  be* 
stronger  If  Scotland  had  been' 
denied  its  parliament,  he  says, 
adding  that  people  respond  posi- 
tively to  having  the  chance  to 
run  their  own  public  services. 

The  government  must,  though,* 
find  ways  to  bind  tbe  UlC 
together.  Lords  reform  may  offer* 
an  opportunity  to  indude  repre-J 
sentatives  from  the  devolved, 
institutions.  Also,  a joint  miniate-* 
rial  committee  will  be  a crucial^ 
liaison  point  between  Edinburgh,* 
Cardiff,  Belfast  and  Whitehall.  * 

“To  come  to  terms  with  the* 
new  political  culture  the  centre - 
will  have  to  relax  and  he  willing; 
to  let  go,”  Mr  Hazell  wrote.  “It! 
will  have  to  treat  the  devolved- 
governments  as  equal  partners,; 
not  subordinates." 

Britishness,  however,  remains  ■ 
a fragile  concept  Created  by  the! 
political  union  of  England.  Wales  ■ 
and  Scotland  in  1707,  and  expan- ' 
ded  to  indude  Ireland  in  1801, ! 
full  union  lasted  only  until - 
southern  Ireland  defected  In  1922. ; 
Any  farther  cracks  in  the  edifice ' 
could  prove  fatal 

Constitutional  Futures,  edited ' 
by  Robert  Hazed,  will  be  published  ■ 
by  Oxford  University  Press  on- 
February  4.  £17.99. 

This  article  is  the  first  in  a - 
series.  Tomorrow:  Scotland. 


100  years  ago 

The  Car  Crisis 
Yesterday  nothing  very  much 
was  said  at  great  length  at  the 
third  annual  meeting  of  the 
British  Motor  Company.  The 
shareholders  asked  for  bread 
and  were  given  a stone,  the 
directors  as  usual  felling  Into 
the  error  of  thinking  that  what 
the  meeting  wanted  was  to 
gaze  on  the  ungainly  forms  of 
several  of  the  Company’s 
omnibuses  and  cars,  which 
were  accordingly  marshalled 
outside  the  hotel  in  which  the 
meeting  was  held.  From  the 
way  In  which  these  vehicles 
are  thrust  before  the 
shareholders,  It  looks  as  if  the 
company  doubts  whether  a 
single  motor  conveyance 
exists  in  London.  But  the 
public  is  perfectly  well  aware 
that  a number  of  the  vehicles 
have  been  produced  by 
the  Dabnier  Company, 
which  is  now  in  dire 


50  years  ago 

Japanese  Exports 
A plain  warning  of  the  recent 
Increased  activity  in  the 
Japanese  textile  Industry  and 
its  pass  foie  effect  upon  the 
Lancashire  cotton  trade  is 
contained  in  the  annual  report 
of  the  China  and  Far  East 
section  of  the  Manchester 
Chamber  of  Commerce. 
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Bad  reaction 


Imperial  Chemical  Industries  wins  the 
prize  as  the  New  Year's  biggest  party 
pooper.  The  collapse  of  two  deals,  includ- 
ing the  Tioxide  disposal,  was  not  unex- 
pected, but  is  no  less  a blow  for  that. 
Where  does  it  leave  ICT7  Another  year  of 
carrying  some  £4bn  ($6.6bn)  of  debt  means 
a higher-than-expected  interest  bQL  Luck- 
ily. Tioxlde’s  trading  is  bearing  up.  Its 
contribution  to  profits  in  1999  should 
mean  ICI's  latest  setback  win  not  hurt 
earnings. 

Another  fillip  is  falling  Interest  rates, 
which  should  offset  any  widening  of 
spreads  as  ICTs  corporate  bonds  get  rolled 
over.  Even  if  liquidity  dries  up  in  the 
capital  markets,  ICI  has  more  than  £2bn 
of  short-term  banking  facilities  to  fall 
back  on  with  covenants  that  do  not 
include  interest  cover. 

Cold  comfort  for  investors.  The  divi- 
dend for  1998  will  be  maintained,  but 
shareholders  should  not  bold  their  breath 
for  a rise  in  1999.  ICI  will  spend  at  least 
part  of  this  year  burdened  by  commodity 
chemicals,  where  the  cycle  remains  in  a 
trough.  Finding  other  buyers  for  the  Tiox- 
ide  businesses  win  not  be  easy  as  DuPont 
and  NL,  the  pair  ICI  had  lined  up,  were 
the  natural  bidders. 

Another  option  - an  initial  public  offer- 
ing - would  surely  prove  an  uphill  task. 
Investor  appetite  for  single  product  com- 
modity businesses  is  hardly  overwhelm- 
ing. Meanwhile,  ICl’s  high  debt  level 
reduces  the  scope  to  expand  the  new  spe- 
ciality core.  Trade  sales  at  good  prices, 
and  soon,  are  needed  before  investors 
allow  themselves  to  be  seduced  by  the 
real  attractions  of  “new”  ICL 


Share  price  ralauve  to  FT5E  AB-Share  index 
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Bell  Atlantic/AiiToucfi 


Defensively,  a Bell-led  US  national  wire- 
less network  should  be  able  to  combat 
AT&T’s  highly  successful  single  national 
tariff  plan  for  digital  mobile  subscribers. 
But  is  a full  merger  really  necessary  to 
reap  these  benefits?  After  all.  Bell  and 
AirTouch  already  have  a wireless  joint 
venture  - PrimeCo  - which  could  be 
restructured. 

The  deal  could  Call  foul  of  the  regula- 
tors. There  are  few  overlaps  between  Bell 
Atlantic  and  AirTouch.  But  the  former  is 
also  trying  to  merge  with  GTE,  another 
local  phone  company,  which  does  compete 
with  AirTouch.  And  federal  regulators 
will  have  reservations  about  the  recre- 
ation of  a full-service  telecoms  giant.  In 
the  end.  a deal  with  AirTouch  might  jeop- 
ardise the  GTE  merger.  Meanwhile,  Bell 
Atlantic’s  apparent  reluctance  to  offer 
AirTouch  investors  much  of  a premium 
could  trigger  interest  from  rivals,  such  as 
BellSouth  and  MCI  WorldCom. 


Liffe/Eurex 


Not  content  with  putting  old  Ma  Bell 
together  again  in  fixed-line  telecommuni- 
cations. Bell  Atlantic  now  wants  to  try  in 
wireless  as  well.  If  the  biggest  of  the  Baby 
Bell  local  phone  companies  succeeds  in 
buying  California’s  AirTouch  for  $45bn,  it 
will  create  a coast-to-coast  mobile  phone 
network  to  rival  those  of  AT&T  and 
Sprint. 

In  theory  this  makes  sense.  US  opera- 
tors have  belatedly  recognised  that  cellu- 
lar telephony  is  a hot  business:  Air- 
Touch's  high-teens  revenue  growth  rate  is 
three  times  that  of  Bell  Atlantic  and,  like 
Vodafone,  it  has  valuable  overseas  assets. 


UK  monetary  policy 

The  UK’s  monetary  policy  committee 
will  have  plenty  of  excuses  for  adopting  a 
wait-and-see  attitude  when  ft  meets  this 
week.  After  all,  anecdotal  evidence  sug- 
gests the  shops  did  not  have  as  awful  a 
Christmas  as  many  feared.  Certainly,  con- 
sumers still  have  some  life  left  in  them  if 
the  record  sales  of  mobile  phones  are  any- 
thing to  go  by.  Vodafone's  UK  customer 
base  expanded  by  an  astonishing  14  per 
cent  in  December  alone. 

Meanwhile,  more  conventional  data  - 
like  yesterday's  purchasing  managers' 
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Europe  today 

Scandinavia  will  be  cloudy  with 
sleet  and  snow.  A frontal  system 
win  bring  heavy  snow  to  Finland 
and  parts  of  north-western  Russia 
and  heavy  rain  to  northern  Poland, 
Germany  and  The  Netherlands. 
Italy,  Austria  and  Switzerland  and 
eastern  Europe  will  have  sunny 
intervals.  Greece.  Cyprus  and 
Turkey  vriH  have  sunny  Intervals 
disturbed  by  heavy  thundery  show- 
ers. Spain  an d Portugal  win  be  dry 
with  plenty  of  sun.  Northern  Spain 
will  be  warm.  France  win  be  mostly 
dry  and  bright 
Five-day  forecast 

Scandinavia  will  have  rain  in  the 
south  during  the  middle  of  the 
week  before  becoming  mostly  dry. 
Rain  will  spread  into  western  and 
central  Europe  as  the  mild  spefl 
continues.  The  Iberian  Penfetsula 
will  be  mostly  dry  until  the  week- 
end. except  for  showers  in  Portu- 
gal. 


Wm 


V 17*1 

13  si 


' i«:*r 


s;  \ -4  -sn. 


lbsO-.::^-2D 


■tea  apuad  hi KPW 


• JC*  -..S' 

15^  - - 


Sftuaflon  af  midday.  TemperaOeas  maximum  lor  day.  Forecasts  by  “S^MTEATHERGENTRE 


AIxj  Dhabi 

Accra 

Algws 


MPERATURES 

Fair 

IB 

Maximum 

Baralona 

14 

cannr 

Shower 

12 

CaWua 

Bo%ng 

Bertant 

Ran 

T 

Chicago 

Fair 

-8 

Betpade 

Cloudy 

5 

Cotogna 

Far 

14 

Barfln 

Ran 

10 

Dakar 

Far 

25 

Bonnuda 

Far 

24 

Dsffcn 

Sin 

15 

12 

eagoB 

Fah- 

19 

DeW 

Fair 

20 

Sun 

1 

Bombay 

Sun 

32 

Dutu 

ft* 

28 

Thundor 

2S 

Brussels 

Cloudy 

13 

Utn 

Rain 

6 

Stamr 

12 

Budaoesi 

Far 

2 

[Xltvuvnai 

Sin 

14 

Far 

33 

CJiagsn 

S tower 

r 

EdnOurgh 

Ram 

5 

POWUUBMmMG 
WITHOUT  CONTROL. 


WJC.gBI3-?,3  •J3-JZ.&S 


'5  3E3S- ?!  r ** 


Faro 

Sun 

17 

MatM 

Fair 

15 

RayS^avik 

Sun 

2 

Fnrtrfuit 

F*r 

13 

Majorca 

Fair 

16 

no 

Fak 

30 

Geneva 

Fair 

9 

Mafia 

Fair 

17 

Roma 

Sin 

14 

GfaaftBf 

Fdr 

16 

ManchMMr 

Ram 

12 

S.  Fraco 

Sin 

IB 

Glasgow 

F6»l 

5 

Mania 

Fak 

31 

Saoii 

Hameum 

teal 

10 

Meftxxme 

Sui 

33 

rar 

9 

Hetmh 

Slew 

3 

Mexico  Cny 

Fok 

21 

Singapore 

Thunder 

30 

Kong  Kong 

Sun 

23 

Warrv 

Fak 

17 

SlocMnkn 

Ctoudy 

7 

Honoftflu 

Fair 

27 

Mbn 

tog 

9 

Snustwug 

Fak 

12 

Istanbul 

Ram 

e 

Mortresi 

Far 

-a 

Svt*wy 

Fair 

29 

Jakarta 

Uwhr 

29 

Moscow 

Snow 

i 

Tangier 

Sun 

17 

Jersey 

Smar 

12 

Miner 

Far' 

13 

Tal  AWv 

Far 

20 

jonamesbug  Sun 

28 

Naww 

Far 

28 

Tokya 

Fak 

11 

Karacta 

Fa* 

28 

Nines 

. Sin 

16 

. Torra 

Fair 

Kuvratt 

Sun 

22 

Nassau 

’Far 

28 

Vancouver 

tai 

g 

L Angelas 

Fair 

24 

Naur  York 

Snow 

•2 

Vince 

tog 

Us  Pafcnaa 

Sun 

22 

Nee 

Sin 

14 

Vienna 

9 

Unta 

Cloudy 

26 

Mcoaa 

awnr 

18 

Cloudy 

B 

usbon 

Far 

18 

CMo 

Ram 

3 

Wasaw 

Oral 

e 

London 

Stoner 

13 

Para 

Fak 

13 

Washington 

Far 

-2 

liOLtXUg 

Far 

11 

Penn 

Sin 

23 

WsMngtan 

Sun 

22 

Lyon 

Fe» 

14 

Prague 

Ctaudy 

9 

Wlnrtpag 

Cloudy 

-14 

hboeka 

ShoTrtr 

18 

Rangoon 

Sun 

32 

Zurich 

Far 

a 

j - } 


-i 


-t , 


.ft'  : 


index  - suggest  that  manufacturing  may 
be  weak  but  at  least  not  deteriorating  at 
quite  the  rate  It  was.  Finally,  them  is  the 
euro,  which  strengthened  against  sterling 
(and  other  currencies)  on  its  first  full  day 
or  trading.  One  could  argue  that  it  would 
be  best  to  see  how  the  new  currency  set- 
tled before  cutting  UK  rates  further. 

All  this  would  be  fair  if  rates  were 
already  at  a sensible  level  But  the  cur- 
rent level  of  per  cent  impiiwt  a moder- 
ately tight  monetary  policy:  neutrality 
would  be  closer  to  5 per  cent.  Moreover, 
inflation  looks  under  control.  And  as  for 
sterling,  it  would  actually  be  healthy  if  it 
fell  firom  its  stfH  overvalued  level.  In  the 
circumstances,  another  half  paint  cut  this 
week  would  be  appropriate  - even  if  it  is 
not  terribly  likely. 
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Maming  rast  Wends  with  severe  poflubon  to  create  a blanket  of  smog  over  New  Delhi 


Hie  collapse  of  Griffin  Trading  Com- 
pany comes  at  a tricky  time  for  the  Lon- 
don International  Financial  Futures  and 
Options  Exchange  and  Eurex,  its  larger 
continental  rival.  The  pair  are  in  a tussle 
for  supremacy,  and  although  the  deals 
which  lost  one  trader  £&2m  were  made  on 
Eurex,  f.iffa  baa  been  sucked  in. 

The  sum  looks  insignificant  pmongh  to 
make  outsiders  wonder  what  all  the  fuss 
is  about  But  the  fact  that  such  a small 
loss  could  cause  a crisis  in  Europe’s  deriv- 
atives exchanges  is  worrying.  Setting 
aside  the  question  of  how  one  trader  could 
PYfwd  his  limit  by  10  why  did  his 
actions  cause  so  much  collateral  damage? 
Funds  deposited  by  about  SO  other 
“locals"  - Life’s  red-blazered  independent 
traders  - are  at  risk,  having  been  frozen 
by  Griffin's  clearer,  MeesPierson. 

Many  locals  were  apparently  not  given 
the  option  of  having  their  funds  ring- 
fenced,  or  were  unaware  of  the  risks  of 
being  in  omnibus  accounts.  They  may 
have  been  naive  and,  in  an  inherently 
risky  profession,  trading  losses  can  never 
be  completely  prevented.  When  Life  is 
fighting  for  new  business,  however,  it  can- 
not afford  to  alienate  those  who  already 
use  iiy  exchange- 

in  its  review  of  the  Griffin  affair,  the 
Financial  Services  Authority,  Uffe's  regu- 
lator, must  demonstrate  that  a larger  loss 
would  not  cause  commensurately  larger 
chaos.  Otherwise,  the  affair  could  do  last- 
ing damage  to  confidence. 


Delhi  fights  for  breath 
under  a pall  of  pollution 

Airport  shuts  down  as  capital  chokes,  reports  Amy  Louise  Kazmin 


Flights  at  New  Delhi’s  Indira  Gandhi 
International  Airport  have  been  dis- 
rupted since  mid-December  by  a 
thick,  white  fog  that  has  enveloped 
the  capital. 

With  visibility  severely  reduced  by 
the  combination  of  moisture  and  pol- 
lution. the  airport  has  shut  down 
every  night,  reopening  only  when 
the  fog  lifts  in  mid-morning. 

International  departures  have 
been  delayed  by  a day,  and  arrivals 
have  been  diverted  to  other  airports. 

Domestic  travel  has  also  been  hit, 
with  aircraft  stuck  at  regional  air- 
ports. Thousands  of  people  have 
been  affected. 

The  airport  problem  is  part  of  a 
deeper  crisis  - increasing  air  pollu- 
tion that  is  slowly  choking  India’s 
capital  city. 

"You  are  literally  draping  yourself 
with  a pollution  blanket."  says 
Anumita  Roychowdhory,  coordina- 
tor of  the  Right  to  Clean  Air  Cam- 
paign. “A  gas  chamber  is  a good  way 
to  describe  it." 

Each  winter.  Delhi  residents  are 
left  gasping  for  breath  as  an  inver- 
sion layer  keeps  emissions  from 
cars,  factories  and  numerous  cook- 
ing fires  dose  to  the  earth.  In  the 
city  centre,  levels  of  benzene  - a 
known  carcinogen  — have  been  vari- 
ously measured  at  12-20  times  higher 
than  the  level  deemed  safe  in 
Europe. 

Even  when  the  fog  lifts  - allowing 
aircraft  to  take  off  — skies  remain  an 
ominous  shade  of  brownish  grey. 


Inrii”  has  equipment  that  could  alle- 
viate some  of  the  chaos  at  the  air- 
port. As  part  of  a modernisation  pro- 
gramme started  in  1992.  India 
acquired  an  instrument  landing  sys- 
tem that  could  allow  aircraft  to  land 
in  reduced  visibility. 

The  system  was  part  of  $90m  pack- 
age of  new  automated  air  traffic  con- 
trol equipment,  purchased  from 
US-based  Raytheon. 

Besides  helping  cope  with  fog,  the 
equipment  was  needed  to  improve 
Indian  air  safety  following  a midair 
collision  just  outside  New  Delhi  that 
killed  349  people  two  years  ago. 

But  disputes  have  delayed  full  use 
of  the  systems.  The  radar  and  com- 
munication equipment  was  installed, 
tested  and  ready  to  operate  months 
ago.  but  air  traffic  controllers, 
engaged  in  a wage  battle  with  the 
airport,  refused  to  use  it,  demanding 
changes  to  make  the  system  more 
familiar. 

The  instrument  landing  system,  is 
being  used  only  if  runway  visibility 
is  at  least  550m  rather  than  its  350m 
capability.  This  is  because  airport 
officials  want  Raytheon  to  accelerate 
the  system's  switch-over  rate  - the 
time  it  takes  to  switch  to  a back-up 
system  in  case  of  failure  - although 
company  officials  say  they  delivered 
a system  that  meets  the  terms  of  the 
original  contract 

The  situation  has  left  pilots  and 
airlines  fuming.  “If  that  Raytheon 
equipment  was  operational,  a lot  of 
airlines  could  have  landed  on 


schedule,"  says  Captain  Ayodh 
Kapur,  director  of  the  Federation  iff  - 
Indian  Pilots. 

Under  the  prodding  of  the 
Supreme  Court,  officials  have  taken 
tentative  steps  to  grapple  with  Newtt- 
Delhi’s  wider  pollution  problem,  buiffll 
environmentalists  are  unimpressed. 

"The  entire  approach  is  extremely 
ad  hoc,"  says  Ms  Roycbowdhury.  "It 
is  a jumble  of  measures  but  with 
nothing  that  can  make  an  immediate 
impact.” 

In  the  autumn.  New  Delhi  banned 
all  taxis,  buses  and  rickshaws  more 
than  15  years  old  because  of  their 
higher  emissions.  The  court  also 
ordered  officials  to  ban  leaded  petrol 
and  provide  unleaded  fuel. 

However,  for  air  travellers  there  is 
some  heartening  news.  Last  Friday, 
air  traffic  controllers  finally 
switched  over  to  the  new  radar  and 
rammiinirarinns  equipment. 

Raytheon  will  provide  New  Delhi 
airport  with  a more  sophisticated 
(category  HD  instrument  landing 
system  that  will  have  a faster 
switch-over  rate  - and  allow  aircraft 
to  land  even  in  zero  visibility.^ 
Raytheon  says  this  is  “above  aw]  - 
beyond  the  original  contract”.  V 

By  the  time  the  fog  descends  next  ’ 
year,  aviation  officials  expect  the 
system  to  be  functioning. 

But  that  is  little  consolation  to 
New  Delhi  residents.  The  drastic 
action  needed  to  curb  pollution  and 
clean  up  the  city’s  air  is  likely  to  be 
much  longer  in  coming. 
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SGS  cuts  jobs  to  revive  profits 

Swiss-based  SocIStt  Generate  de  Surveillance, 
the  world  s biggest  testing  and  inspection 

group,  is  to  cut  12  per  cent  of  rts  staff  and  sell 

its  Insurance  loss  adjusting  arm  in  an  effort  to 
counter  collapsing  profits.  Page  22 

Link  to  give  Bell  Europe  platform 

The  $45bn  merger  between  Bell  Atlantic  and 
AirTouch,  which  could  be  announced  today 
would  create  a platform  for  Bell  in  the  fast- ' 
growing  European  wireless  business.  Page  la- 
ta* Page  16 

S&p  downgrades  credit  rating  of  NTT 

Standard  & Poor's,  the  US  credit  agency,  down- 
graded the  credit  rating  of  Nippon 
Telegraph  and  Telephone,  the  world's 
second  largest  telecommunications  group  from 
AAA  to  AA+.j  Capital  Markets,  Page  26 

Mobile  phone  groups  soar  on  sales 

Shares  in  Vodafone,  Orange  and  other  UK 
mobile  phone  operators,  rose  sharply  on  the 
back  of  exceptionally  strong  pre-Christmas 
sates  of  "pre-pakT  packages.  Page  23 

Karachi  equities  stall  on  failed  talks 

0 Pakistan’s  stocks  are 
likely  to  remain  sub- 
dued in  the  wake  of 
worsening  countrywide 
lawlessness,  economic 
uncertainty  and  yester- 
day's breakdown  of 
talks  between  ICI  and 
DuPont  over  the  sate  of 
a chemical  plant  The 
government  of  Nawaz 
Sharif  (left)  has  been 
accused  of  launching 
its  anti-corruption  investigations  in  the  power 
projects  to  collect  evidence  of  alleged  corrup- 
tion against  Benazir  Bhutto,  the  former  prime 
minister.  Emerging  Markets,  Page  38 

JGB  yields  rise  on  oversupply  fears 

Japanese  government  bond  yields  have  risen 
amid  the  increasing  likelihood  of  a mismatch  In 
supply  and  demand.  The  yield  on  the  10-year 
bond  ended  the  year  at  2.01  per  cent,  the  first 
time  It  had  exceeded  2 per  cent  in  more  than 
15  months.  Capital  Markets,  Page  26 

India  to  leave  UN  jute  organisation 

India,  the  world’s  largest  jute  producer,  is  leav- 
ing the  International  Jute  Organisation  because 
of  what  it  calls  the  “indifferent  working”  of  the 
15-year-old  UN  body.  Commodities,  Page  28 

Vietnam  dairy  faces  foreign  rivals 

Vinamilk,  the  Vietnamese  state-owned  dairy  that 
claims  over  two-thirds  of  the  country's  market 
for  milk  products,  is  facing  an  uphill  struggle  to 
maintain  its  share  as  foreign  dairy  companies 
begin  to  target  the  Vietnam  market  Page  20 

FT  expands  its  coverage  of  euro 

Following  the  birth  of  the  European  single  cur- 
rency the  FT  will  publish  expanded  statistical 
data  in  the  areas  of  currencies,  money  and 
interest  rates,  bonds  and  equities.  Page  24 


Internet  shoppers  spend  $1.2bn  S"^°ng 


US  interes  rate 
wold  sac*  mates 


By  John  Labate  bi  New  York 

America  Online,  the  leading 
Internet  service  provider,  said 
yesterday  its  customers  had 
spent  $1.2bn  on  purchases 
between  November  26  and 
December  27,  in  the  first  signif- 
icant sign  of  the  pace  of  online 
shopping  at  Christmas. 

Although  estimates  had  var- 
ied widely,  the  figures  were 
generally  higher  than  expec- 
ted, as  a surge  of  first-time 
buyers  took  to  the  internet  to 
purchase  toys,  books,  clothing, 
and  travel  services. 

AOL's  figures  are  considered 
important  to  the  emerging 
online  industry  because  the 
more  than  15m  AOL  members 
are  believed  to  have  accounted 
for  nearly  half  of  all  online 
transactions  over  the  holiday 

ICI  paints 
to  shed 
1,000  jobs 
in  $202m 
shake-up 

By  David  PUHng  In  London 

Imperial  Chemicals  Industries, 
moving  to  counteract  news  of 
the  collapse  of  the  sale  of  Its 
Tioxide  division,  yesterday 
announced  a restructuring  of 
Its  troubled  paints  division 
and  Forecast  earnings  at  the 
higher  end  of  expectations. 

The  UK-based  company  said 
the  restructuring,  which  would 
result  in  1,000  Job  cuts  and  a 
pre-tax  exceptional  charge  of 
£120m  ($201.6m)  would  realise 
annual  savings  of  £70m  within 
two  years.  Nearly  half  the  job 
cuts  will  come  in  the  UK  - 200 
of  them  at  the  Crosfield  speci- 
ality chemicals  division  that 
ICI  failed  to  sell  last  year. 

The  announcement  was  not 
enough  to  offset  market  disap- 
pointment at  the  failure  to  seal 
the  Tioxide  sale  to  DuPont  and 
NL  Industries  of  the  US  after 
objections  by  the  Federal 
Trade  Commission.  The  share 
price  fell  29p,  or  5.6  per  cent,  to 
492p,  against  more  than  £12 
last  May. 

The  collapse  of  the  Tioxide 
deal  - agreed  in  July  1997  and 
which  would  have  brought  ICI 
£600m  - leaves  the  company 
with  net  debt  of  more  than 
£4bn-  The  company  said  it 
expected  full-year  profits  of 
£S15m  compared  with  £518m 
last  time,  giving  it  interest 
cover  of  1.7  times.  Profits  will 
barely  cover  the  dividend  pay- 
ment, which  it  said  would  be 
maintained  at  32p. 

Standard  & Poor’s,  the  rat- 
ings agency,  yesterday  put 
ICTs  debt  on  negative  outlook, 
although  it  maintained  its  rat- 
ing of  A minus. 

Last  October  ICTs  attempts 
to' sell  Its  Crosfield  unit  to  WK 
Grace  of  the  US  were  called  off 
after  regulatory  objections. 

1 ending  some  analysts  to  ques- 
tion bow  weD  its  disposal  pro- 
gramme is  being  implemented 

“We  always  knew  the  FTC 
would  be  difficult,  but  DuPont, 
NL  and  ourselves  believed  that 
a sensible  fix  was  possible," 
said  Mr  Miller  Smith,  Id  chief 
executive.  “In  the  end  a sensi- 
ble fix  was  not  possible.” 

Mr  Miller  Smith  promised  to 
improve  ICI's  position  by 
imposing  tough  budgetary 
restraints  as  well  as  through 
restructuring.  Of  the  US  paints 
unit,  a core  ICI  holding,  he 
said:  “It  was  was  a business 
that  was  not  properly  market- 
focused,  not  properly  led,  and 
with  too  much  cost" 

The  chief  executive  rejected 
suggestions  that  ICI  would 
find  it  difficult  to  sefi  its  Tiox- 
ide - a white  pigment  used  in 
paint  - and  other  non-core 
businesses,  particularly  given 
the  recent  sharp  fell  in  bulk 
chemical  prices.  “We  will  sell 
these  businesses.”  he  said. 
“But  when  I can’t  say." 

He  hinted  the  company 
might  be  prepared  to  dispose 
of  businesses  previously  not 
up  for  sale.  The  sale  of  Teeside 
Utilities  and  Services  - closed 
yesterday  and  which  netted 
ICI  £120m  - had  not  been  part 
of  the  original  disposals  pro- 
gramme, be  said.  “It  may  be 
broader  than  [we  envisaged! 
before  we’ve  finished." 

Assuming  the  bulk  chemi- 
cals divisions  was  Off-loaded, 
“the  new  ICI  is  a cash  genera- 
tive business  which  will  gener- 
ate more  than  enough  cash  to 
pay  interest  and  dividends",  he 
said.  “If  we  make  no  disposals 
ever  again,  than  1 can  accept 
we’ll  have  some  problems." 

Observer,  Page  15 
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Purchases  by  AOL  clients  point  to  rise  in  seasonal  business 


period.  Industry  estimates  of 
online  shopping  for  the  fourth 
quarter  ranged  from  $25bn  to 
£3.5bn,  and  analysts  yesterday 
said  AOL's  announcement 
would  push  projections  to  the 
top  end  of  those  estimates  or 
slightly  higher. 

“It's  a huge  number  given 
the  context  that  as  a service 
provider  AOL  is  the  starting 
point  for  those  dollars  to  be 
spent  That  is  a commanding 
position  to  be  in,"  said  Jill 
Frankie,  internet  analyst  at 
International  Data  Corpora- 
tion. “But  [the  figures]  are 
hard  to  interpret" 

AOL  does  not  break  oat  the 
portion  of  holiday  transactions 
that  were  made  through  its 


AOL  Shopping  Channel  a 
collection  of  no  popular  online 
and  traditional  merchants  - 
and  what  portion  of  the  trans- 
actions were  made  by  consum- 
ers using  AOL  to  access  and 
make  purchases  on  other  web- 
sites directly. 

The  difference  could  be 
important  to  the  company's 
bottom  line,  because  retailers 
pay  high  fees  to  be  part  of  the 
Shopping  Channel  and  AOL 
receives  higher  revenues  for 
some  purchases  made  on  the 
channel.  AOL  said  it  had  no 
immediate  plans  to  release  sep- 
arate Shopping  Channel  fig- 
ures. 

‘Td  predict  that  this  quarter 
should  mark  the  first  time 


Kirch  plans  to  welcome  outside  investors 


Lao  Kirch,  the  German 
broadcasting  mogul,  has 
announced  a restructuring  plan 
which  gives  outskfe  investors 
access  to  one  of  Europe's 
biggest  media  companies. 

The  privately  held  group  will 
be  reorganised  Into  business 
units  in  which  outsiders  will  be 


offered  stakes  that  could 
include  quoted  shares. 

The  restructuring  is  set  to 
speed  up  talks  between  Kirch 
and  a group  of  sitemational 
media  magnates,  including 
Rupert  Murdoch  and  Silvio 
Berlusconi.  Report,  Page  22 
Picture:  Rex 


Review  likely  on 
rules  of  London 
futures  exchange 

Move  follows  collapse  of  Griffin 


By  Clay  Hants  and  Vincent  Boland 
in  London 

UK  regulators  are  likely  to 
review  the  rules  governing 
traders'  segregated  accounts 
and  margin  requirements  on 
the  London  International 
Financial  Futures  and  Options 
Exchange  (Liffe)  in  the  wake 
of  the  collapse  of  Griffin  Trad- 
ing Company. 

The  Securities  and  Futures 
Authority  also  said  yesterday 
it  hoped  independent  traders, 
known  as  locals,'  whose 
accounts  at  Griffin,  a Liffe 
clearing  house,  had  been  fro- 
zen would  be  paid  at  least  50 
per  cent  of  their  money,  within 
weeks  rather  than  months. 

Chicago-based  Griffin  filed 
for  bankruptcy  in  the  US  last 
week  after  its  London  branch 
and  an  associated  UK  firm, 
GLH  (Derivatives)  were  closed 
by  the  SFA.  The  action  fol- 
lowed- a £6 .2m  (SiOmj  loss 
Incurred  by  John  Park,  an 
independent  trader  who 
cleared  through  Griffin’s  Lon- 
don branch  dealings  in  Ger- 
man government  bonds. 

Mr  Park’s  losses,  after 
exceeding  his  authorised  limits 
by  10  times  in  trading  on 
Eurex  - Europe's  biggest 
derivatives  market  - through 
broker  Tullett  & Tokyo,  hit 
about  100  other  locals  who 
cleared  through  Griffin.  Their 
funds  were  also  frozen  by  the 
SFA,  and  remain  at  risk, 
because  they  were  grouped  In 
one  Griffin  account. 

Futures  market  participants 
said  the  forced  absence  of 
those  traders  - Liffe  has  about 
550  locals  altogether  - did  not 


affect  liquidity  in  the  main 
contracts  traded  on  the 
exchange  yesterday,  the  first 
day  of  normal  trading  since  Mr 
Park’s  ill-fated  trades  on 
December  22. 

“It  [trading]  was  mostly 
euro-driven  today  so  there 
wouldn't  have  been  much  of 
an  impact,"  said  a futures 
trader  at  a big  investment 
bank.  But  he  added  that  there 
could  yet  be  an  impact  from 
locals  in  some  obscure  sectors. 

Traders,  not  just  those  asso- 
ciated with  Griffin,  were  sur- 
prised their  money  could  be  at 
risk  because  of  the  mistakes  of 
another  who  used  the  same  , 
clearer.  “Of  all  the  traders  on  i 
the  Liffe  floor,  there  wasn't  a 
single  one  who  knew  it,"  one 
said  yesterday. 

They  drew  comparisons  with 
how  the  funds  of  independent 
traders  using  Griffin  in  the  US 
had  been  moved  to  other  firms, 
which  protected  their  capital 
and  allowed  them  to  continue 
trading  normally. 

The  SFA  has  Implicitly 
recognised  this  issue  in  its 
plan  to  review  the  segregation 
rules  and  the  net  margin 
arrangements  that  allow  a 
clearing  broker  like  Griffin  to 
offset  one  customer’s  exposure 
with  the  margin  of  others. 

A leading  independent  bro- 
ker said  it  had  received  inqui- 
ries about  opening  accounts 
from  local  traders,  some  who 
had  accounts  with  Griffin, 
some  from  other  firms.  Grif- 
fin’s Loudon  branch  is  expec- 
ted to  follow  its  US  parent's 
lead  and  file  for  liquidation. 
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AOL  consumers  have  confi- 
dently gone  outside  the  AOL 
shopping  [channel],  which  is 
good  for  the  internet,  but  may 
not  be  good  for  AOL,”  said 
James  McQuivey.  online  com- 
merce analyst  at  Forrester 
Research. 

But  he  added  that  any  signif- 
icant shift  by  AOL  members 
toward  independent  web  shop- 
ping could  be  offset  by  a sharp 
overall  rise  in  online  shopping 
in  general 

AOL  also  reported  that 
December  17  was  its  busiest 
shopping  day  to  date,  with 
more  than  536m  In  sales  gener- 
ated in  consumer  goods  and 
travel  services.  It  added  that 
1.25m  AOL  members  made 


their  first  online  purchases 
during  the  holidays. 

The  most  popular  product 
category  for  the  period  were 
children's  items,  including 
toys  and  baby  items,  followed 
by  clothing. 

Among  the  companies  in 
AOL's  Shopping  Channel  are 
barnesandnohle.com,  the 
online  bookselling  division  of 
Barnes  & Noble,  online  music 
retailer  N2K,  and  clothing 
retailers  J.  Crew  and  Gap. 

AOL,  which  is  based  in  Vir- 
ginia, recently  announced  a 
joint  venture  to  offer  services 
in  Brazil,  Mexico  and  Argen- 
tina during  early  2000. 

Shares  of  AOL,  which  had 
reached  an  all-time  high  of 
$160  last  week,  were  lower  in 
early  New  York  trading  yester- 
day. falling  19  to  S151. 


GERMAN  BANK  SEEKS  GLOBAL  ROLE 

Dresdner  Bank 
spins  off  non 
banking  stakes 


By  Tony  Barber  in  Frankfurt 

Dresdner  Bank.  Germany's 
third  largest,  has  spun  off 
about  DM25bn  (€12.78bn. 
$i5bn)  of  its  shareholdings  in 
other  companies  into  separate 
units,  a move  that  accelerates 
the  transformation  of  the 
banking  and  industrial  land- 
scape in  Europe's  largest  econ- 
omy. 

Bernhard  Walter.  Dresdner 
chief  executive,  yesterday  said 
the  bank  had  taken  the  step 
before  the  end  of  1998  - only 
days  after  Dresdner's  main 
German  rival.  Deutsche  Bank, 
announced  on  December  15 
that  it  would  hive  off  DM40bn 
of  its  industrial  assets  into  sep- 
arate companies. 

Deutsche  Bank  announced 
its  spin-off  shortly  after  its 
takeover  of  Bankers  Trust,  the 
eighth  largest  US  bank. 

Both  German  banks  want  to 
become  global  financial  insti- 
tutions and  are  particularly 
keen  to  expand  in  the  US.  but 
they  suspect  they  may  strug- 
gle to  achieve  their  goals 
unless  they  bring  more  trans- 
parency to  their  core  banking 
operations, 

One  way  to  do  this,  they 
have  decided,  is  to  disentangle 
themselves  from  the  stakes 
they  have  held  since  the  sec- 
ond world  war  in  a variety  of 
non-banking  German  compa- 
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Dies  - some  of  which  also  have 
Deutsche  and  Dresdner  repre- 
sentatives on  their  supervisory 
boards. 

Dresdner.  for  example,  owns 
stakes  in  BMW,  the  carmaker; 
Allianz,  the  insurer  and 
Munich  Re.  the  world’s  biggest 
reinsurance  group. 

Mr  Walter  said  Dresdner's 
holdings  would  be  transferred 
at  20  per  cent  above  their  book 
value.  This  would  enable  the 
bank  to  realise  about  DM2bn 
in  hidden  reserves,  which 
would  be  added  to  its  general 
reserves. 

In  Germany,  hidden  reserves 
broadly  represent  the  differ- 
ence between  the  market  value 
of  holdings  and  tbe  price  at 
which  they  were  bought. 

Analysts  said  Dresdner’s 
spin-off  seemed  designed  in 
part  to  improve  prospects  for 
its  planned  New  York  listing 
next  glimmer,  Mr  Walter  wants 
US-based  investors  to  increase 
their  shareholdings  in  Dresd- 
ner so  that  the  bank  can  have 
more  capital  at  Its  disposal  for 
its  expansion  plans  in  the  US 
and  euro-zone  countries  such 
as  France.  Italy  and  'Spain. 

Placing  the  industrial  hold- 
ings in  separate  entities  should 
in  theory  allow  them  to  be 
managed  in  a more  profit-ori- 
entated manner,  suited  to  the 
interests  of  Dresdner  share- 
holders. 


Telecom 
forced  to 
cut  prices 

By  Louise  Lucas  in  Hong  Kong 

Hongkong  Telecom,  which  lost 
i its  lucrative  monopoly  on 
; international  direct-dial  calls 
last  Friday,  yesterday  cut  the 
cost  of  calls  to  its  main  mar- 
kets by  up  to  30  per  cent 

The  tariff  cuts  are  a 
response  to  a barrage  of  simi- 
lar moves  by  the  company's 
new  competitors,  raising  the 
spectre  of  an  all-out  price  war. 

City  Telecom  (HK),  a small 
but  aggressive  carrier,  last 
week  cut  its  rate  to  the  US  to 
56  HK  cents  (8‘=  US  cents)  a 
minute  - at  restricted  times  - 
or  about  one-tenth  of  Hong- 
kong Telecom's  pre-discount 
rate. 

The  liberalisation  of  Hong 
Kong's  IDD  market  has 
attracted  widespread  interest. 
About  30  companies  have 
secured  licences  to  provide 
international  simple  resale 
flSR)  services,  allowing  them 
to  bulk-buy  Hongkong  Tele- 
com capacity  and  sell  it  on. 

Foreign  companies  to  have 
won  licences  include  British 
Telecommunications,  NTT  of 
Japan  and  MCI  WorldCom  of 
the  US.  However,  it  is  mainly 
local  companies  that  have 
taken  the  lead  in  launching 
services  and  cutting  tariffs. 

New  World  Telephone,  for 
example,  Is  running  a promo- 
tion on  its  US  rate  at  98  HK 
cents  a minute  at  peak  times, 
while  Hutchison  Telecom  and 
New  T&T  are  both  expected  to 
announce  new  rates  shortly. 

Hongkong  Telecom,  which  is 
controlled  by  Cable  and  Wire- 
less of  the  UK.  has  taken  a 
different  tack,  reducing  tariffs 
under  a series  of  call  plans  and 
emphasising  quality  of  service. 

Calls  to  popular  destina- 
tions, including  north  China, 
will  be  cut  by  up  to  30  per 
cent.  More  than  60  per  cent  of 
Hong  Kong  Telecom’s  outgoing 
IDD  calls  are  to  China  and 
calls  to  the  north  of  the  coun- 
try will  fall  from  HKS9.50  to  a 
minimum  HKS6.70  a minute. 

“We  are  going  to  compete 
aggressively  by  continuing  to 
provide  our  customers  with 
first-class  services  and  benefits 
at  highly  competitive  prices,” 
said  Roy  Wilson.  Hongkong 
Telecom’s  executive  director  erf 
sales,  marketing  and  customer 
services. 

Even  so,  analysts  said  the 
group's  market  share  would 
shrink.  Jason  Billings,  regional 
telecoms  analyst  at  SBC  War- 
burg Dillon  Read,  forecasts  a 
loss  of  26.1  per  cent  by  the  end 
of  the  current  financial  year  In 
March. 


The  leopard's  eye  is  brilliantly  adapted  for  seeing  at  night  ft  maximises  the  light 
rays  K receives  by  bouncing  them  back  off  a reflective  layer  behind  its  retina, 
giving  the  eye  a second  chance  to  absorb  them. 


Vision  that  delivers. 


Throwing  light  on  the  real  potential  of  a business,  forming  a dear  view  of  its 
value  and  being  prepared  to  pay  for  it  also  takes  a particular  vision.  Vision  that 
we  back  with  the  £850  million  Candover  1997  Fund.  Vision  that  delivers. 
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TELECOMMUNICATIONS  DEAL  COULD  LEAVE  SHORTAGE  OF  'TRACKING  STOCKS'  AVAILABLE  TO  NEW  INVESTORS 

AT&T  set  to  unvefi  details  of  TCI  merger  plan 


By  Richard  Waters  ta  Hew  York 

AT&T  is  expected  tomorrow 
to  give  detailed  plans  far  its 
merger  with  TCI  Communi- 
cations, which  will  create 
the  latest  In  the  series  of 
“tracking  stocks"  that  have 
become  popular  in  the  US 
telecommunications  sector. 

The  long-awaited  details  of 
the  merger  could,  however, 
leave  a shortage  of  the  new 
tracking  stock  available  for 


would-be  investors,  creating 
a scramble  for  the  new 
shares  when  the  merger  is 
finally  completed. 

News  of  the  new  tracking 
stock,  together  with  a rat- 
ings upgrade  from  Dan  Rein- 
gold  at  Merrill  Lynch,  con- 
tributed to  a near -5  per  cent 
jump  in  AT&T's  share  price. 
By  early  afternoon  in  New 
York,  the  shares  were  trad- 
ing at  $7812.  up  $3&  on  the 
day. 


AT&T  had  announced 
plans  for  a tracking  stock 
when  its  purchase  of  TCI 
was  unveiled  last  summer. 
At  that  time,  it  said  it 
planned  to  issue  a new  class 
of  shares  to  reflect  the  per- 
formance of  its  residential 
services  - including  both 
TCI’s  cable  television 
operations  and  its  own 
long-distance  telephone  ser- 
vice. 

That  would  enable  it  to 


separate  the  high-growth 
cable  operation,  which  gen- 
erates little  in  the  way  of 
after-tax  earnings,  from  its 
existing  telephony  business, 
which  is  valued  by  stock 
market  investors  on  the 
basis  of  its  earnings  per 
share. 

According  to  Mr  Reingold, 
however,  AT&T  has  now 
changed  that  plan  to  create  a 
tracking  stock  that  reflects 
the  different  financial  char- 


acteristics of  its  operations, 
rather  than  their  different 
customer  bases. 

That  would  leave  a new 
stock  tied  only  to  the  compa- 
ny's high-growth,  low-eam- 
ings  operations  - its  cable 
television  and  wireless  tele- 
phony businesses.  Every- 
thing else  - including  resi- 
dential long-distance  - 
would  then  be  grouped  with 
the  other  telephony  services. 

The  earlier  plan  “has  been 


thrown  out  the  win- 
dow . . . because  it  doesn't 
work  in  terms  of  valua- 
tions”, Mr  Reingold  said  yes- 
terday. 

However,  there  may  only 
be  a small  “float"  of  shares 
available  for  investors  who 
want  to  buy  into  the  track- 
ing stock.  The  Merrill  ana- 
lyst said  he  expected  AT&T 
to  retain  SO  per  cent  of  the 
shares  itself,  while  selling 
10  per  cent  from  an  initial 


public  offering  and  allowing 
existing  investors  to  swap 
their  AT&T  stock  for  up  to 
10  per  cent  of  the  new 
shares. 

That  arrangement  coula 
malts  only  around  S7bn  of 
the  tracking  stock  available 
to  existing  shareholders, 
compared  with  the  near- 
$40bn  market  value  of  TCI. 
according  to  Mr  Reingold. 
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Vodafone  chief  overseas  link  makes  AirTouch  deal  a good  call 

keeps  watchful  Bell  Atlantic’s  planned  takeover  would  create  a platform  in  European  wireless  telephony,  writes  Richard  Waters 

Bell  Atlantic's  willing- 

w J v ’ — — — have  more  to  do  with  what 


By  Alan  Cane 


Chris  Gent  is  in  Australia 
urging  on  England's  cricket- 
ers in  their  Test  match 
endeavours.  But  nobody  will 
be  following  the  progress  of 
the  merger  talks  between 
AirTouch  and  Bell  Atlantic 
with  greater  interest  than 
the  50-year-old  managing 
director  of  Vodafone,  the 
UK-based  international 
mobile  phone  operator. 

AirTouch  and  Vodafone 
have  been  tied  together,  in 
analysts'  dreams  at  any  rate. 
Tor  years.  Everybody  agrees 
they  are  a natural  match. 

Both  are  powerful,  well- 
run  companies  with  impres- 
sive arrays  of  management 
talent  and  excellent  business 
performance. 

Both  are  international 
operators  that  have  made 
canny  investments  abroad 
and  are  beginning  to  reap 
the  benefits.  Their  overseas 
interests  are  complementary 
rather  than  competitive. 
Together  they  could  create 
the  first  truly  global  mobile 
phone  operator.  They  are 
already  linked  through  joint 
operations  in  Sweden  and 
Egypt. 


Vodafone's  international 
strategy  is  designed  for 
growth.  It  believes  in  con- 
verting investments  to  asso- 
ciates and  associates  to  sub- 
sidiaries. where  possible. 

Some  18  months  ago. 
Vodafone  and  AirTouch  held 
talks  aimed  at  exploring  a 
merger.  This,  however,  came 
to  nothing.  Neither  side  had 
sufficient  will  to  move  mat- 
ters on. 

Yesterday  Vodafone  said 
only  that  it  was  monitoring 
the  development  of  the  Air- 
Touch/Bell  Atlantic  negotia- 
tions because  of  its  interests 
in  Sweden  and  Egypt 

Analysts  believe,  however, 
that  it  is  considering  broader 
options.  A combination  of 
AirTouch  and  Bell  Atlantic 
would  bring  together  fixed- 
wire  and  mobile  interests  in 
a huge  example  of  conver- 
gence. 

Mr  Gent,  however,  has 
always  rejected  the  idea  that 
Vodafone  should  become  the 
mobile  element  in  a con- 
verged company. 

Whether  he  would  be  will- 
ing to  see  the  possibility  or 
creating  the  world's  largest 
mobile  operator  pass  by  is 
another  matter. 


Bell  Atlantic's  willing- 
ness to  pay  S45bn  for 
AirTouch  may  well 
have  more  to  do  with  what 
is  happening  in  Rome  than 
in  San  Francisco. 

The  latest  mega-acquisi- 
tion in  the  US  telecommuni- 
cations industry,  which 
could  be  announced  as  soon 
as  today,  would  create  the 
country’s  third  national 
wireless  system,  alongside 
AT&T  and  Sprint  - assum- 
ing. that  is,  a rival  bid  does 
not  emerge  to  knock  it  off 
course. 

Less  noticed,  though,  has 
been  the  powerful  platform 
the  merger  would  create  in 
the  fast-growing  European 
wireless  business.  It  would 
combine  tbe  two  US  compa- 
nies which  have  been  the 
most  aggressive  in  buying 
wireless  investments  across 
the  Atlantic  and  produce  a 
powerful  contender  in  one  of 
the  fastest  growing  parts  of 
the  international  telecoms 
industry. 

Given  that  a swathe  of 
Wall  Street  investment 
banks  are  involved  In  advis- 
ing on  Bell  Atlantic's  acqui- 
sitions of  AirTouch  and 
GTE,  many  US  telecoms  ana- 
lysts found  themselves 
unable  to  comment  yester- 
day on  the  AirTouch  trans- 
action. 

Speaking  of  the  expected 


AsTouch  Communications 
Shoe  price  (SI 


BeH  Atlantic 
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Overseas  connection:  AeToucfi 
chairman  Sam  Cftrai 

$45bn  value  of  Bell  Atlantic’s 
all-stock  offer,  though,  one 
analyst  said  of  AirTouch  yes- 
terday. “More  than  half  the 
value  of  the  company  is 
international." 

For  now.  the  US  remains 
Airtouch's  biggest  market  - 
though  were  it  to  remain  an 
independent  company,  that 
would  not  be  the  case  for 
long. 

The  $5.9bn  purchase  of  US 
West's  cellular  business  ear- 
lier this  year  pushed  the 
number  of  users  in  the  US  to 
75m.  Most  of  those  are  in 
the  West,  reflecting  Air- 
Touch's  own  origins  as  the 
spin-off  of  the  cellular 
operations  of  Pacific  Telesis 
in  1993. 

By  contrast,  AirTouch, 


chaired  by  Sam  Ginn,  claims 
4.9m  customers  outside  the 
US-  The  number  represents 
AirTouch’s  proportionate 
share  in  the  overseas  compa- 
nies where  its  stakes  vary 
from  10  to  51  per  cent. 

Outside  tbe  US,  however, 
the  wireless  business  is 
growing  faster,  and  may  well 
become  Ear  more  profitable. 

The  number  of  Interna- 
tional customers  has 
grown  88  per  cent  from  a 
year  ago,  a leap  that  reflects 
the  way  many  of  AirTouch's 
foreign  investments  are  still 
in  the  very  early  stages  of 
their  existence. 

Despite  the  relative  new- 
ness of  the  business,  these 
international  operations  are 
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already  producing  signifi- 
cant amounts  of  cash.  In  tbe 
Anal  quarter  of  last  year,  for 
instance,  AirTouch' s Inter- 
national operations  are 
likely  to  have  generated 
earnings  before  interest, 
taxes,  depreciation  and 
amortisation  (ebitda)  of 
$334m,  not  far  short  of 
the  $355m  of  its  domestic 
business,  according  to  a 
recent  estimate  by  Merrill 
Lynch. 

This  international  engine 
is  likely  to  become  increas- 
ingly important.  According 
to  one  Wall  Street  analyst 
who  declined  to  be  named, 
the  international  ebitda 
should  grow  by  20  per  cent  a 
year  until  halfway  through 
the  next  decade,  outstripping 


the  more  modest  double-digit 
growth  seen  at  home. 

The  international  pros- 
pects are  nowhere  clearer 
than  in  Italy,  the  only  mar- 
ket where  the  two  compa- 
nies' interests  overlap.  Bell 
Atlantic  has  a 17.4  per  cent 
stake  in  Omnitel.  a service 
launched  in  1995,  while  Air- 
Touch owns  14.3  per  cent. 
Including  a Bell  Atlantic 
option  to  buy  more,  the  two 
could  match  Olivetti,  the 
largest  Omnitel  shareholder 
with  35.5  per  cent. 

Omnitel  has  been  one  of 
the  stars  of  each  company's 
European  expansion,  its  cus- 
tomers jumping  to  6m  an  tbe 
back  of  the  raging  popularity 
of  wireless  telephones  in 
Italy. 

A Bell  Atlantic/AirTauch 
union,  meanwhile,  may  raise 
a question  in  two  countries 
where  the  San  Francisco- 
based  Airtouch  has  invested 
alongside  Vodafone.  The 
British-based  carrier 
has  long  been  rumoured 
as  a potential  merger  part- 
ner for  Airtouch,  and  the 
prospect  of  a US  merger 
could  leave  Vodafone  out  in 
the  cold. 

AirTouch  owns  51.1  per 
cent  of  Europolitan,  a Swed- 
ish carrier,  alongside  Voda- 
fone's 30  per  cent  stake, 
while  the  two  are  also  part- 
ners in  an  Egyptian  start-up. 


MBNA  ahead  of  expectations 


By  John  Authers  in  New  York 

MBNA,  the  world's  largest 
specialist  credit  card  issuer, 
yesterday  announced  better- 
than-expected  results  for  the 
fourth  quarter,  as  it  contin- 
ued to  benefit  from  the 
healthy  US  economy. 

Net  income  rose  30  per 
cent  to  J2385m  in  the  quar- 
ter. making  $776 Jm  for  the 
year  - up  from  S622.5m  - an 
increase  of  25  per  cent. 

MBNA  was  helped  by  a 
relatively  low  level  of  loan 
losses,  at  4.31  per  cent.  Total 
managed  loans  rose  by 


Intel 
aims  for 
lead  with 
new  chips 

By  Louise  Ketioa 


Intel,  the  world’s  largest 
rhipraaker.  started  the 
new  year  by  launching  the 
first  of  several  new  micro- 
processor chips  aimed  at 
cementing  its  leadership  in 
the  personal  computer  mar- 
ket. 

The  new  products  are  two 
high-speed  chips  aimed  at 
thr  low-cost  segment  of  the 
PC  market  Tor  machines  that 
sell,  in  the  US,  for  under 
SI  .000. 

Intel  has  come  under 
mounting  competitive  pres- 
sure in  this  segment  from 
Advanced  Micro  Devices  and 
National  Semiconductor. 

However,  the  now  Intel 
Celeron  chips,  with  speeds  of 
400MHz  and  366MHz,  would 
restore  the  company’s  lead- 
ership, Intel  claimed. 

“These  processors  are  the 
first  of  many  new-  low-cost 
PC  desktop  and  mobile  prod- 
ucts from  Intel  in  1999,  and 
they  help  reinforce  Intel's 
leadership  in  this  market 
segment  worldwide,"  said 
Paul  Otellinl,  executive  vice 
president. 

Later  this  week.  Intel  is 
expected  to  introduce  a new 
version  of  its  Xeon  micropro- 
cessor for  use  in  high-perfor-  , 
mance  server  computers. 
New  chips  for  use  in  note- 
book computers  are  also  due 
this  month. 

The  raft  of  new  Intel  chips 
signal  higher-performance 
and  lower-cost  PCs  coming 
to  market  in  the  next  few 
months. 

They  come  as  AMD.  Intel's 
biggest  rival,  is  planning  to 
launch  its  next  generation 
microprocessor  within  the 
next  few  weeks. 


$10.3bn  over  the  year  to 
S59.6bn.  helped  by  the  addi- 
tion of  475  new  endorsing 
companies  and  institutions. 

While  MBNA  is  the  largest 
specialist  credit  card  issuer, 
its  managed  loans  are 
smaller  than  those  of  Bank 
One  and  Citigroup. 

Most  of  its  marketing  is 
done  through  "co-branded" 
cards,  issued  jointly  with 
companies,  or  through 
“affinity  cards”,  which  are 
marketed  directly  by  organi- 
sations such  as  colleges  and 
charities  to  their  base  of 
supporters. 


It  has  also  been  helped  by 
continuing  consolidation  In 
the  industry.  Credit  cards 
are  increasingly  seen  as  a 
“scale”  business,  as  risk 
management  becomes  easier 
with  large  portfolios. 

They  are  also  seen  as  a 
purchase  which  can  be  made 
separately  from  a bank 
account.  This  has  caused 
many  medium-sized  banks  to 
leave  the  business. 

During  the  fourth  quarter 
alone,  MBNA  bought  credit 
card  portfolios  from  Union 
Planters  or  Memphis.  House- 
hold Card  Services,  and . 


European  American  Bank,  a 
Long  Island  bank  owned  by 
ABN  Amro. 

Two  weeks  ago.  it  bought 
$25bn  in  credit  card  receiv- 
ables from  PNC  Bank  of 
Pittsburgh,  the  13th  largest 
US  bank.  All  these  acquisi- 
tions can  be  managed  from 
existing  MBNA  locations, 
which  emphasises  the  impor- 
tance of  scale. 

MBNA's  shares  fared  bet- 
ter than  the  banking  sector 
as  a whole,  and  by  mid- 
session  they  had  gained 
more  than  3 per  cent,  up  $g 
at  $25%. 


Soros  set  to  close  off 
fund  to  new  investors 


SOFTWARE  INTERNET  ACCESS  ALTERNATIVES  SLOW  TO  APPEAR 

Spyglass  shares  plunge 
30%  on  profits  warning 


By  Louise  Kehoe 
in  San  Francisco 

Shares  of  Spyglass,  a US 
developer  of  internet  soft- 
ware Tor  television  and  cellu- 
lar telephones,  fell  30  per 
cent  yesterday  after  the  com- 
pany said  it  expected  to 
report  a loss  for  its  first 
quarter,  just  ended.  Wall 
Street  had  been  expecting  a 
modest  profit. 

The  disappointing  perfor- 
mance highlights  the  slower- 
than-expected  emergence  of 
internet  access  devices  other 
than  personal  computers. 
The  company's  software 
enables  users  to  access  web 
pages  or  send  and  receive 
e-mail  via  specially-equipped 
television  sets,  or  via  ■'smart 
telephones”. 

Industry  executives  have 
predicted  that  by  2002  less 
than  half  of  tbe  devices 
linked  to  the  Internet  will  be 


computers,  down  from  more 
than  95  per  cent  today. 

Yet  the  market  for  these 
“non-PC”  devices  has  yet  to 
materialise,  despite  broad 
interest  from  TV  cable  com- 
panies, telephone  manufac- 
turers and  consumer  elec- 
tronics groups. 

Spyglass  holds  the  rights 
to  Mosaic,  the  original  soft- 
ware Tor  browsing  the  World 
Wide  Web  software,  devel- 
oped at  the  University  of  Ill- 
inois by  programmers  who 
went  on  to  form  Netscape 
Communications. 

Faced  with  stiff  competi- 
tion from  Netscape  and 
Microsoft,  Spyglass  turned 
its  attention  to  the  market 
for  non- PC  deuces. 

Tbe  company  alms  to 
establish  itself  as  the 
premier  prouder  of  browsers 
for  this  anticipated  new 
generation  of  internet 
devices. 


Over  the  past  few  months, 
the  company  has  announced 
agreements  with  Motorola, 
to  provide  browser  software 
for  television  internet 
access,  as  well  as  with  Gen- 
eral Instruments  to  jointly 
develop  technology  for  digi- 
tal TV  cable  services. 

Meanwhile  yesterday  Spy- 
glass attributed  its  losses  to 
“weakness  in  technology  lic- 
ensing revenues".  Several 
deals  had  failed  to  close  dur- 
ing the  quarter,  the  com- 
pany said. 

Losses  would  be  between 
14  cents  and  16  cents  a 
share,  compared  with  a loss 
of  28  cents  a share  in  the 
same  period  a year  ago. 

Wall  Street  analysts  had 
been  predicting  earnings  of  , 
about  1 cent  a share  for  the 
quarter.  I 

In  mid-session  yesterday  i 
Spyglass  shares  fell  Stjft,  to 
S15&.  down  from  $22. 


By  WHDam  Lawns  in  New  York 

George  Soros's  Quantum 
hedge  fund  group  is  plan- 
ning to  close  off  its  Quota 
Fund  - one  of  its  best 
known  funds  - to  new  sub- 
scriptions by  investors. 

As  part  of  an  attempt  to 
limit  the  size  of  the  $1.7bn 
fund.  Mr  Soros  has  also  pro- 
posed to  halt  daily  trading  in 
Quota's  shares. 

In  a letter  to  investors  in 
the  Quantum  group,  Mr 
Soros  also  stated  that  Nick 
Roditi,  one  of  London's  best- 
known  hedge  fund  manag- 
ers. is  to  return  from  a tem- 
porary leave  of  absence  to 
run  the  Quota  Fund. 

Mr  Soros  wrote  that  Mr 
Roditi  would  be  resuming 
his  role  as  the  principal 
external  investment  adviser 
to  Quota. 

Last  October  Mr  Soros 
caused  concern  amongst  a 
number  of  Quota  Fund 
investors  when  he  disclosed 
that  Mr  Roditi  would  be 
stepping  dawn  temporarily 
owing  to  ill-health. 

While  Quota  performed 
poorly  in  1998  - its  year-to- 
date  performance  to  Decem- 
ber 28  was’  negative  17.7  per 
cent  - it  has  achieved  strong 
investment  performance  in 
previous  years  under  the 
control  of  Mr  Roditi. 

Since  the  fund's  inception 
in  1992  it  has  achieved  an 
annual  rate  of  return  of  48.03 
per  cent  This  means  that  an 
initial  investment  of  $100,000 
in  1992  would  have  appreci- 
ated to  SL4m  at  September 
30  1998. 

As  a result,  Mr  Roditi  has 
become  one  of  the  the  high- 
est earners  in  the  City  of 
London.  One  US  publication 
reported  that  he  earned 


George  Soros:  flmUfng  the  size  of  the  fmd  maximises  returns 


£S0m  in  1996.  In  October.  Mr 
Soros  also  told  investors  that 
Mr  Roditi's  temporary 
absence  bad  prompted  Quan- 
tum to  merge  two  funds.  In 
addition,  Mr  Soros  said  he 
would  be  seeking  to  close 
the  Quantum  Emerging 
Growth  Fund,  which  has  a 
net  asset  value  of  approxi- 
mately $l-5bn. 

In  his  more  recent  letter  to 
investors,  dated  December 
29,  Mr  Soros  stated  that  “we 
have  concluded  that  control- 
ling the  overall  size  of  the 
fund  Is  important  to  maxim- 
ising the  return  to  share- 
holders”. 

As  a result  Mr  Soros  is 


proposing  a number  of 
changes.  Including  the  end- 
ing of  dally  trading  in  the 
shares  of  Quota  Fund. 
Unlike  most  hedge  fund 
groups.  Quantum  has  made 
it  possible  for  investors  to 
trade  daily  in  the  shares  of 
its  funds.  Daily  trading  In 
the  shares  of  the  group’s 
other  funds  is  to  continue. 

Mr  Soros  also  told  inves- 
tors that  “it  is  not  currently 
anticipated"  that  Quota  “will 
accept  subscriptions".  Like 
most  other  hedge  funds, 
redemptions  by  investors 
will  be  accepted  at  net  asset 
value  on  a quarterly  basis 
with  at  least  30  days  notice. 


Anaemia  therapy  lifts  Ariad  IBoNY  to  launch 


By  Victoria  Griffith  In  Boston 

Shares  in  Ariad  soared 
yesterday,  after  the  biotech- 
nology company  reported  a 
new  application  for  gene 
therapy.  By  midday,  Ariad's 
stock  price  had  risen  68  per 
cent  to  $2.88  since  its  close 
on  December  31.  having 
peaked  at  S4.25  in  early 
morning  trading. 

Investors  were  reacting  to 
a report  in  Science  magazine 
released  after  the  market 
closed  on  New  Year’s  Eve. 
that  unveiled  Ariad's  suc- 
cessful use  of  a new  form  of 
gene  therapy  in  experiments 
in  primates.  While  Ariad's 
new  technique  could  be 


applied  to  a number  of  differ- 
ent diseases,  the  Science 
experiments  focused  on 
treatment  for  anaemia. 
Amgen  and  Johnson  & John- 
son. which  market  best-sell- 
ing anaemia  drugs,  fell 
slightly  qn  the  news. 

Gene  therapy,  a process  In 
which  defective  genes  are 
replaced  with  healthy  ones 
in  human  cells,  emerged  as  a 
promising  medical  advance 
in  the  early  1990s.  Despite 
initial  enthusiasm,  however, 
the  technology  has  proved 
difficult  to  manage. 

Scientists  have  struggled 
to  fmd  the  best  way  to  intro- 
duce get  the  healthy  genes 
Into  target  cells.  A number 


of  delivery  mechanisms  - 
Including  lipids  and  geneti- 
cally altered  viruses  - have 
been  tried.  Yet  cell  entry  has 
proved  haphazard  at  best, 
making  dosing  problematic. 

Ariad  is  working  with  a 
two-step  approach  that 
appears  to  resolve  some  of 
these  dosing  problems.  Like 
many  companies,  tbe  com- 
pany uses  inactive  viruses  to 
get  its  genes  into  cells.  Yet 
Ariad  equips  these  genes 
with  a special  triggering 
mechanism.  Until  the  genes 
interact  with  a specific, 
orally  administered  mole- 
cule. they  have  no  Impact  on 
the  cell's  activity.  Pills  con- 
taining the  triggering  mole- 


cule cause  the  genes  to 
spring  into  action.  This 
action  gives  doctors  far  more 
control  over  dosing. 

For  added  safety,  Ariad 
has  also  included  a special 
agent  causing  cells  to  die 
quickly.  This  is  considered 
important,  since,  if  some- 
thing goes  wrong  with  the 
therapy,  doctors  need  to  be 
able  to  abort  treatment 

Ariad’s  approach  offers  a 
key  advantage  over  current 
protein  therapies,  Many  pro- 
teins are  now  injected 
directly  into  patients  for 
medical  benefit  Gene  ther- 
apy would  allow  the  body's 
cells  to  begin  to  producing 
these  proteins  themselves. 


London  outlet 


By  George  Graham, 

Banking  Editor 

Bank  of  New  York,  the  US 
bank  and  securities  process- 
ing group.  Is  to  set  up  a bro- 
kerage in  London  to  handle 
trades  for  European  institu- 
tions dealing  on  40  equity 
and  bond  markets. 

BoNY's  trading  system 
will  allow  Investors  to  enter 
orders  through  a PC  and 
then  see  these  trades  exe- 
cuted and  settled  electroni- 
cally. 

Jeffrey  Tessler.  general 
manager  of  BoNY's  securi- 


ties services  tn  Europe,  said 
the  new  brokerage  unit 
would  extend  the  bank's  ser- 
vices in  securities  process- 
ing, which  has  become  one 
of  its  principal  business 
lines. 

The  bank  handles  $4A00bn 
of  assets  as  a custodian  for 
investment  managers  and 
pension  funds. 

BoNY  has  recruited  Dipak 
Rajanl  from  Dresdher  Klein- 
wort  Benson  to  head  its 
European  dealing  desk.  He  is 
joined  by  Gareth  Jones,  for- 
merly of  Brawn,  Shipley,  the 
London  merchant  bank. 


German 

car 

makers 
bullish  on 
US  sales 


By  Haig  Sifflooted  and 
Nfkki  Tait  in  Detroit 

Expectations  that  US  car 
sales  will  remain  strong  this 
year  have  prompted  Ger- 
many's leading  carmakers, 
which  dominate  luxury 
imports,  to  forecast  new 
sales  records  for  1999. 

Jens  Neumann,  Volkswa- 
gen board  member  for  North 
America,  said  sales  should 
reach  almost  300,000  units. 
Last  year.  VW  sold  218,000 
cars,  its  highest  figure  since 
1981,  when  it  still  built 
vehicles  in  the  US.  “We 
believe  we  can  continue  to 
grow  at  double-digit  rates," 
he  predicted. 

The  strong  US  perfor- 
mance underpinned  an 
11  per  cent  rise  in 
VW's  world  sales  to  more 
than  4.7m  units  in  1938,  tak- 
ing VW's  world  market 
share  from  10.4  to  11.4  per 
cent. 

The  US  rise  was  powered 
by  the  papular  New  Beetle, 
premiered  in  Detroit  last 
year.  Mr  Neumann  said 
North  American  sales  of  the 
Mexican-built  Beetle,  which 
entered  showrooms  last 
March,  had  reached  64,000  by 
the  end  of  lost  year,  com- 
pared with  a 50,000  target  for 
the  first  full  year. 

He  predicted  up  to  25  per 
cent  of  future  US  New  Beetle 
sales  would  be  of  the  new 
turbocharged  version 
unveiled  yesterday.  Priced  at 
$19,000.  the  new  variant 
should  offer  higher  margins 
than  the  more  competitively 
priced  base  model. 

Separately,  DaimlerChrys- 
ler  said  US  sales  of  Merced- 
es-Benz cars  bad  jumped  by 
nearly  40  per  cent  to  a 
record  170.245  last  year. 

The  increase  contributed 
to  the  26  per  cent  climb  in 
Mercedes-Benz’s  total  sales 
to  more  than  900.000  cars. 
Turnover  rose  by  more  than 
15  per  cent  to  DMSQbn. 

JUrgen  Hubbert.  Daimler- 
Chrysler's  board  member  for  | 
Mercedes-Benz  cars,  said 
sales  this  year  should  reach 
950.000.  The  increase  would 
be  fuelled  by  new  models, 
such  as  the  luxury  S Class, 
and  improved  availability  of 
popular  vehicles  such  as  the 
M Class  sports  utility.  The 
group's  target  is  to  top  lm 
sales  in  2000. 

The  forecasts  came  as 
BMW  unveiled  its  new  X5 
sports  utility  model.  Built  at 
the  group's  plant  in  South 
Carolina,  tbe  vehicle  should 
substantially  boost  BMW’s 
sales. 

The  four-wheel  drive  X5 
should  attract  US  buyers, 
where  sales  of  sports  utili- 
ties and  people  carrying 
“minivans"  exceeded  50  per 
cent  of  the  passenger  car 
market  for  the  first  time  last 
November. 

However,  the  new  car  has 
prompted  confusion  about 
BMW's  product  strategy,  as 
it  may  cannibalise  sales  of 
the  group's  Land  Rover 
brand. 

BMW  bad  in  the  past  said 
it  would  not  build  a sports 
utility  vehicle,  as  that 
remained  Land  Raver's  pre- 
serve. However,  rising  US 
demand  for  such  models 
may  have  combined  with 
doubts  among  BMW  bosses 
about  Land  Rover’s  quality 
and  reliability  to  prompt  a 
reappraisal. 

Meanwhile,  Toyota,  the 
largest  Japanese  car  maker, 
said  that  its  1999  sales  target 
was  1.23m  units,  a 4 per  cent 
increase  over  1998.  The  com- 
pany is  not  due  to  disclose 
final  US  sales  for  1998  until 
Wednesday,  but  said  yester- 
day it  was  anticipating  a rise 
of  about  50,000  units,  or 
4.5  per  cent  - the  third  con- 
secutive record  year. 

It  said  that  about  71  per 
cent  vehicles  sold  in  north 
America  last  year  had  been 
built  locally. 
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Peimzoll  Company  has  restructured 
Into  two  separately  traded  companies 


PennzEnergy 

COMPANY 

Top  10  domestic  independent  oil  and  gas  company 
Over  400  million  barrels  of  oil  reserves 
Annual  production  of  nearly  50  million  barrels  of  oil 
Substantial  and  growing  international  presence 


Pennzoh-Quaker  state 

COMPANY 

• Pennzoil  and  Quaker-State  have  merged 

• Over  1,300  branded  products 

• Leading  brands  in  every  car  care  category 

• #1  fast  oil  change  provider 


www.peruizoil-quakerstate.com 

www.pennzenergy.com 

For  Investment  Information  ■ 
(713)  546-4000 
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INSURANCE  CONTROLLING  STAKE  GLA1MED 

AMP  pushes 
ahead  with 
GIO  takeover 


By  Gwen  Robinson  in  Sydney 


AMP.  the  Australian 
insurance  and  funds  man- 
agement group,  is  set  to  pro- 
ceed with  Australia's  largest 
- and  most  bitterly  con- 
tested - hostile  takeover  bid: 
the  A$3-3bn  (US$2.Q2bnj  offer 
for  GIO  Australia  Holdings, 
one  of  Australia's  largest 
general  insurers. 

The  move  follows  AMP's 
successful  bid  last  month  for 
UK  insurer.  National  Provi- 
dent Institution,  valued  at 
£2.7bn  (USj4-5bn),  and  high- 
lights the  group's  aggressive 
expansion  campaign  at  home 
and  abroad. 

Alter  its  offer  closed  on 
Monday,  AMP  said  investors 
holding  more  than  half  of 
CIO's  stock  accepted  its  bid. 
The  group  said  earlier  that 
40  per  cent  acceptance  would 
deliver  effective  control. 

AMP  said  it  was  too  early 
to  say  whether  most  accep- 
tances were  for  the  cash 
offer  of  AJ5.35  per  GIO 
share,  which  valued  the 
company  at  AS3Jbn,  or  for 
the  scrip  alternative  of  one 
AMP  share  for  four  GIO 
shares.  AMP  last  month 
raised  the  value  of  its  cash 
offer  Grom  $3bn  to  $&3bn. 

In  a statement.  AMP  said  a 
flood  of  late  acceptances  had 
delivered  a controlling  stake 
in  GIO.  George  Trumbull, 
AMP  chief  executive,  said: 
“While  the  offer  has  been 
vigorously  contested  by  both 
sides,  we  trust  the  GIO 
board  will  now  accept  that  a 


majority  of  GIO  shareholders 
want  AMP  and  GIO  to  come 
together." 

GIO's  board  and  manage- 
ment opposed  the  hostile 
bid,  mounting  legal  chal- 
lenges and  running  negative 
advertising  campaigns.  GIO 
also  announced  a special  dis- 
tribution of  ASG.50  to  share- 
holders. 

The  verbal  hostilities  con- 
tinued last  night.  David  Mor- 
timer. GIO  ebairman.  said 
the  result  could  only  be 
regarded  as  “very  disap- 
pointing" for  AMP,  because 
It  originally  sought  100  per 
cent  of  the  company. 

AMP  officials,  however, 
said  the  GIO  acquisition 
would  provide  AMP  badly 
needed  strength  in  its  gen- 
eral insurance  business  in 
Australia  and  New  Zealand, 
one  or  the  few  businesses  in 
the  group  that  bas  per- 
formed poorly. 

GIO  shares  ended  1 cent 
lower  at  AS5.35,  in  line  with 
AMP's  cash  bid. 

AMP,  meanwhile,  jumped 
233  cents  to  A $20. 91.  after 
declining  since  its  NPI  take- 
over bid  on  concerns  about 
the  group's  ability  to  digest 
acquisitions  of  both  NPI  and 
GIO  at  the  same  time. 

Monday  also  marked 
AMP’s  move  to  100  per  cent 
weighting  in  the  Australian 
stock  market’s  benchmark 
index,  the  All  Ordinaries, 
from  50  per  cent  at  the  end 
of  1998.  The  group's  phased 
entry  into  the  index  followed 
its  successful  float  last  June. 
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Foreign  groups  fuel  ice  cream  wars  in  Vietnam 


State-owned  dairy  company  Vinamilk  is 
facing  a growing  struggle  for  market 
share,  writes  Jonathan  Birchall 


The  buying  patterns  of 
the  Vietnamese  suggest 
they  find  it  hard  to 
resist  the  lure  of  foreign  con- 
sumer brands.  They  would 
sooner  drink  a Coke  or  a 
Pepsi  than  the  local  Festi 
Cola  and  would  puff  a Marl- 
boro cigarette  rather  than 
the  domestic  Vlnataba 
brand. 

When  it  comes  to  ice 
cream  and  other  milk  prod- 
uets. however,  they  are  over- 
whelmingly loyal  to  state- 
owned  dairy  company, 

Vinamilk. 

Claiming  over  two-thirds 
of  the  country's  market  for 
milk  products,  Vinamilk  is 
regularly  hailed  in  the  offi- 
cial media  as  one  of  the  state 
sector's  few  success  stories. 

As  foreign  dairy  com- 
panies begin  to  target  the 
Vietnamese  market,  how- 
ever. Vinamilk  is  facing  an 
uphill  struggle  to  maintain 
its  market  share. 

At  stake  is  a relatively 
small,  but  expanding  mar- 
ket. Average  annual  con- 
sumption of  milk  products 
per  head  in  Vietnam  stands 
at  about  three  litres,  up  from 
less  than  a litre  in  the  early 
1990s,  but  still  below  even  a 
modest  five  litres  in  China. 

In  common  with  other 
state-owned  companies, 
Vinamilk  does  not  publish 
financial  figures.  Nguyen 
Thanh  Ha.  deputy  general 
director  at  the  company's 
headquarters  in  Ho  Chi 
Minh  City,  says  its  annual 
revenues  last  year  were 
worth  between  $100m  and 
$110m. 

“It's  obvious  that  a new- 
comer will  take  some  market 
share,’’  said  Ms  Ha.  “Espe- 


cially one  with  a foreign 
brand  name,  which  Vietnam- 
ese customers  will  tend  to 
prefer." 

Ms  Ha  is  one  of  a predomi- 
nantly female  management 
team  at  Vinamilk  battling  to 
fight  off  the  foreign  competi- 
tion, which  Includes  Uni- 
lever's Wall's  brand  and 
Foremost  Dairy  Company  of 
the  Netherlands. 

Foremost,  a subsidiary  of 
Freisland,  opened  the  compe- 
tition when  it  began  a few 
years  ago  operating  a $30m 
joint-venture  dairy  near  Ho 
Chi  Minh  City,  producing 
condensed  and  powdered 
milk  and  drinking  yoghurt. 
Last  year,  Unilever  began 
producing  Wall's  ice-cream 
at  a ywm  plant,  also  in  Ho 
Chi  Minh  City. 

Rien  De  Groot.  general- 
director  of  Vietnam  Fore- 
most Dairy,  says  Foremost 
has  already  taken  a third  of 
the  market  for  tinned  con- 
densed milk  in  less  than  two 
years.  In  addition,  Foremost 
already  fkrims  roughly  half 
the  market  for  the  two  pow- 
dered milk  products  it  pro- 
duces in  Vietnam. 

Foremost  products  are 
slightly  more  expensive  than 
Vinamilk's,  but  Vietnamese 
consumers  appear  prepared 
to  pay  more  for  the  foreign 
brand. 

But  the  taste  for  foreign 
brands  is  not  the  only  handi- 
cap facing  the  management 
team  led  by  Madame  Mai 
Kieu  Lien,  the  only  woman 
to  head  one  of  Vietnam's  big 
state-owned  corporations, 
and  one  of  only  a handful  of 
women  on  the  central  com- 
mittee of  the  Vietnamese 
communist  party. 


MfiQdng  the  market:  consumption  of  mHk  products  per  head  m Vietnam  has  grown  rapidly  h the  1990s 


Madame  Lien,  Vinamilk 
director  general,  has  sup- 
ported proposals  for  the 
company  to  be  allowed  to 
join  the  government's  slow- 
moving  programme  of  par- 
tial privatisation.  But  in 
1997,  the  government  turned 
down  a proposal  to  allow 
Vinamilk  to  sell  foreign 
investors  shares  in  one  of 
the  its  three  factories  in  Ho 
Chi  Minh  City,  reflecting  its 
desire  to  maintain  control  of 
profitable  state-owned  com- 
panies. 

An  attempt  to  work  with 


Australia's  A usd  airy  on  a 
J20m  milk  plant  in  the  cen- 
tral city  of  Danang  was  also 
called  off  last  year. 

The  management  has  not 
stood  still  as  the  newcomers 
syphon  off  Vinamilk’s  mar- 
ket share.  After  Foremost 
expanded  the  market  for  fla- 
voured drinking  yoghurt 
with  its  Yo-Most  brand, 
Vinamilk  brought  out  its 
own  Yo-Milk  brand  last  year. 

It  has  also  fought  back  by 
modernising  the  design  of 
some  of  its  packaging  - rare 
for  a Vietnamese  state- 


owned  company  - and  Ms 
Thanh  talks  of  the  need  to 
widen  the  available  product 
line. 

As  a state-owned  com- 
pany, Vinamilk  enjoys  some 
advantages.  It  has  a grip  on 
Vietnam's  complex  distribu- 
tion network  and  pays  only 
a fifth  of  the  fees  demanded 
from  foreign  companies  for 
television  advertising. 

Without  an  injection  of 
foreign  capital  or  marketing 
skills,  however.  Vinamilk  is 
having  to  fight  alone  to  head 


Securities 

move  by 
trading 
company 

By  Mtehiyo  Nafcamoto  In  Tokyo 


Mitsubishi  Corporation,  one  ■ 

of  Japan’s  leading  tra^r^ 
companies,  is  setting  up  j 
securities  brokerage  and 
investment  management  - 
subsidiary  to  take  advantage 
of  growing  opportunities  in 
the  market  following  Big 
Bang  financial  deregula- 
tion. 

Mitsubishi  said  the  new 
company  would  have  initial.- 
capital  of  Yabn  and  a staff 
about  30.  and  begin  b* 
managing  Mitsubishi's  own  \ 
funds  of  Y-mobn.  including 
its  pension  fund,  currently 
entrusted  to  trust  banks 
and  life  insurance 
companies. 

The  trading  company  will 
apply  for  licences  for  its  new 
subsidiary  next  month  and 
hopes  to  begin  operations  In 
April. 

The  new  company,  which 
has  yet  to  be  named,  win 
also  sell  an  investment  fund 
managed  by  Batterymarch.  a 
fund  management  company 
based  in  Boston  managing 
assets  of  S43bn.  to  Japanese 
institutional  investors. 

The  trading  company  tar- 
geted financial  services  as  a 
key  business  for  expansion, 
in  a mid-term  corporate  plai&jf 
to  2000.  U already  has  S\  ' 
financial  services  group.  - 
including  an  in-house  corpo- 
rate investment  department 
which  aims  to  develop  new 
financial  products  in  areas 
such  as  securitisation  and 
leasing. 

Mitsubishi  said  it  needed  a 
marketing  subsidiary  to  sell 
these  products  to  institu- 


SHARE  CAPITAL  INCREASE  ON  ACCOUNT  OF  DISTRIBUTABLE  RESERVES 

In  compliance  with  Article  158  of  the  Stock  Companies  Act,  it  is  made  public  that  the  Board  of  Directors  of  TELEFONICA,  SA 
(hereinafter,  "TELEFONICA"  or  the  “Company”)  in  its  meeting  dated  December  16,1998,  under  the  authorisation  granted  in  its 
favour  by  the  Extraordinary  General  Shareholders'  Meeting  of  the  Company  held  on  June  24, 1998,  agreed  to  execute  the 
resolution  adopted  by  the  said  General  Shareholders  Meeting,  increasing  the  Company's  share  capital  for  an  amount  of 
10,248,779,000  pesetas,  through  the  issue  of  20,497,558  ordinary  shares,  which  will  be  freely  allocated  to  the  Company's 
shareholders  in  the  proportion  of  one  (i)  new  share  for  each  fifty  (50)  currently  existing  shares  of  the  Company,  with  the 
following  characteristics: 

7.  Face  value  of  the  new  shares:  The  face  value  of  each  new  share  will  be  five  hundred  pesetas  (500.-  pesetas). 

2.  Form:  The  new  shares  will  be  represented  by  means  of  book  entries  and  will  be  ruled  by  the  regulations  of  the  Securities 
Market,  being  the  Spanish  Settlement  and  Clearance  Service  (hereinafter  the  "SCLV")  the  entity  in  charge  of  keeping  of  the 
countable  registry. 

3.  Issue  price:  The  issue  price  is  par  value,  that  is  to  say,  five  hundred  pesetas  {500.-  pesetas)  per  share.  The  issue  will  be 
completely  paid-up  out  of  distributable  reserves,  and  all  the  expenses  will  be  assumed  by  TELEFONICA. 

4.  Balance  on  which  the  operation  will  be  based:  In  compliance  with  what  is  provided  for  in  article  157.2  of  the  Stock 
Companies  Act,  this  operation  will  be  based  on  a Balance  approved  by  the  Ordinary  General  Shareholders  Meeting  held  on 
March  17, 1998,  and  referred  to  December  31, 1997,  date  which  is  within  the  six  months  prior  to  the  capital  increase  resolution, 
since  the  above-mentioned  resolution  was  adopted  by  the  General  Shareholders  Meeting  held  on  June  24,i998.The  said  Balance 
was  duly  verified  by  the  Company's  auditor  "Arthur  Andersen  y Cia.  S.  Com  " on  February  25, 1998. 

5.  Free  allocation  rights:  TELEFONICA’S  shareholders  who  are  appear  as  such  according  to  the  countable  registries  of  the  SCLV  or 
its  member  entities  ("entidades  adheridas")  at  24:00  p.m.  on  the  day  of  publication  at  the  Official  Companies  Registry  Gazette 
("Boletin  Oficial  del  Registro  Mercantil"  or  “BORME”)  of  this  announcement  (December  2g,  1998),  will  enjoy  the  right  of  free 
allocation  of  the  new  shares  in  the  proportion  of  one  (1)  new  share  for  each  fifty  (50)  which  they  hold.  The  Dutch  company  Telefonica 
Europe,  B.V.  sole  holder  of  the  Company's  convertible  bonds,  is  not  entitled  to  the  right  of  free  allocation  in 'this  capital  increase, 
which  is  restricted  to  shareholders  only,  although  it  will  be  entitled  to  a change  of  the  “obligation  per  share"  conversion  ratio. 

6.  Period  for  the  allocation  and  transfer  of  the  rights  of  free  allocation  in  the  Stock  Exchange  (hereinafter  the  "i Period  of 
Free  Allocation”):  The  rights  of  free  allocation  may  be  negotiated  through  the  Spanish  Automated  Quotation  System  ("Sistema 
de  Interconexion  Bursatil").  The  period  for  the  negotiation  of  the  rights  of  free  allocation  will  begin  on  December  30, 1998  (the 
following  working  day  after  the  day  of  the  publication  of  this  announcement)  and  will  end,  in  any  event,  on  January  30, 1999. 

7.  Non  allocated  shares:  Once  the  Period  of  Free  Allocation  of  the  new  shares  has  ended,  the  shares  which  are  not  allocated  for 
reasons  not  attributable  to  TELEFONICA,  will  be  kept  in  deposit  at  the  disposal  of  such  person  who  may  evidence  its  rightful 
ownership.  After  three  years  have  elapsed  from  the  end  of  the  Period  of  Free  Allocation,  the  shares  which  still  are  pending 
allocation  may  be  sold  according  to  what  is  provided  for  in  article  59  of  the  Stock  Companies  Act,  on  behalf  and  at  the  risk  of  the 
persons  concerned.  The  proceeds  of  this  sale,  once  the  expenses  of  this  sale  and  the  above-mentioned  deposit  are  deduced,  shall 
be  deposited  at  the  disposal  of  the  persons  concerned  at  the  Bank  of  Spain  (“Banco  de  Espafia")  or  at  the  General  Deposit  Fund 
(“Caja  general  de  Depdsrtos"). 

8.  Disbursement:  The  disbursement  will  be  made  in  its  entirely  out  of  distributable  reserves  and  will  take  place  when  the 
Delegated  Committee  of  the  Board,  once  the  Period  of  Free  Allocation  has  ended,  applies  the  reserves,  in  the  amount  of  the 
increase,  to  capital. 

9.  Voting  and  economical  rights:  The  new  shares  will  entitle  the  shareholders,  from  the  date  of  their  allocation,  to  the  same 
rights  than  the  currently  existing  TELEFONICA’S  shares.  The  new  shares  will  be  entitled  to  receive  any  dividends  which  could  be 
paid  from  the  date  of  their  issue,  including,  therefore,  any  dividends  which  may  be  paid  out  of  profits  for  the  tax  year  1998. 

10.  Issue  prospectus:  TELEFONICA  has  prepared  a reduced  informative  prospectus,  according  to  the  requirements  established 
under  Spanish  Securities  Market  Regulations,  which  has  been  verified  and  filed  by  the  Spanish  Securities  and  Exchange 
Commission  ("Comision  Nacional  del  Mercado  de  Valores”)  on  December  22,  1998,  and  which  is  publicly  available  at 
TELEFONICA'S  registered  office  (Gran  Via  28,  Madrid);  the  Stock  Exchanges  of  Madrid,  Barcelona,  Bilbao  and  Valencia;  and  the 
Spanish  Securities  and  Exchange  Commission. 

77.  Entities  through  which  the  allocation  may  be  conducted:  The  allocation  of  the  new  shares  may  be  conducted  through  any 
entity  member  to  the  SCLV  within  the  Period  of  Free  Allocation.  Banco  de  Negocios  Argentaria,  SA  will  act  as  agent  entity. 

7Z  Listing  on  the  Stock  Exchange:  The  Company  will  apply  for  listing  of  the  shares  subject  to  this  capital  increase  on  the  four 
Spanish  Stock  Exchanges  and  in  the  Automated  Quotation  5ystem  (“Sistema  de  Interconexion  Bursertil"),  as  well  as  for  listing  on 
the  Stock  Exchanges  of  London,  Paris,  Frankfurt  and  New  York,  and  their  inclusion  In  the  Stock  Exchange  Automated  Quotation 
System  (SEAO  International). 

Madrid,  December  28,1998. 

TRe  Secretary  of  the  Board  of  Directors 


rJekfdnim 


Malaysia 

banking 

takeover 

unveiled 

By  TJ  Taiiin  Kuala  Lumpur 


Bank  Negara.  Malaysia's 
! central  bank,  said  yesterday 
it  had  taken  over  MBf 
Finance,  the  country’s  larg- 
est finance  company,  as  part 
of  efforts  to  strengthen  the 
hanking  sector! 

It  is  the  second  time  in 
five  years  that  the  central 
bank  has  taken  over  a trou- 
bled financial  institution.  In 
1994  it  acquired  the  insol- 
vent Rakyat  Merchant  Bank- 
ers, which  it  renamed  BSN 
Merchant  Bankers. 

Bank  Negara  also  said  it 
had  taken  over  Kewangan 
Bersatu,  a smaller  finance 
company. 

The  companies  will  oper- 
ate as  normal,  with  all 
deposits  guaranteed  by  the 
government 

According  to  Bank  Negara. 
MBf  Finance  was  solvent  but 
needed  funds  to  restore  its 
risk- weighted  capital  ratio  to 
the  required  8 per  cent  and 
ensure  its  viability.  “The 
assumption  of  control  Is  a 
pre-emptive  action  to  putting 
MBf  Finance  on  a stronger 
financial  position."  it  said. 

Unusually,  the  central 
bank  has  also  appointed  a 
new  chief  executive  to 
"strengthen  management". 

According  to  bankers,  the 
moves  come  after  efforts  to 
merge  the  finance  companies 
with  stronger  financial  insti- 
tutions failed.  MBf  Finance 
was  to  have  tied  up  with 
Commerce-Asset  group, 
while  Kewangan  Bersatu 
was  in  talks  with  Hong 
Leong  group. 

Since  the  Asian  financial 
crisis  began  in  July  1997, 
Bank  Negara  has  been  try- 
ing to  consolidate  the  bank- 
ing sector  by  merging  weak 
groups  with  stronger  ones. 

It  is  unclear  whether  Bank 
Negara  would  take  over 
other  financial  institutions, 
although  bankers  said  Bank 
Bumiputra  Malaysia,  a state- 
owned  commercial  bank, 
was  a passible  candidate. 

The  sector  has  been  hit  by 
substantial  bad  loans.  At  the 
end  of  September,  non-per- 
forming loans  were  12.8  per 
cent  of  total  loans  worth 
about  MS4!9bn  OJSSllObn). 

Asset  Management  Com- 
pany. Malaysia's  loan-recov- 
ery agency,  is  acquiring 
M$3.9bn  in  non-performing 
loans  from  MBf  Finance. 

The  finance  company  has 
had  problems  getting  loans 
from  other  financial  institu- 
tion since  MBf  Capital,  its 
parent,  reported  huge  first- 
half  losses  in  October, 
largely  due  to  the  finance 
company's  poor  perfor- 
mance. 

MBf  Capital  posted  a net 
loss  of  MS509m  in  January- 
June  1998,  compared  with  a 
net  profit  of  M$17Sm  a year 
earlier. 


NEWS  DIGEST 

JAPAN 

Itochu  steps  up  pace  of 
restructuring  programme  | 

Itochu,  the  Japanese  trading  company,  is  stepping  up  its 
restructuring  programme  by  accelerating  plans  to  reduce 
interest-bearing  debt,  cutting  the  number  of  board  mem- 
bers and  focusing  on  a smaller  number  of  core  busi- 
nesses. Uichiro  Niwa.  president,  said  in  a new  year 
address  that  Itochu  would  streamline  its  management  and 
focus  its  operations  to  prepare  to  shift  to  a holding  com- 
pany structure  in  April  2001. 

The  trading  company  will  cut  the  number  of  directors 
from  45  to  10-15  by  April  2000  and  focus  on  Informal  ion- 
related  businesses,  clothing,  retail  financial  businesses,  oil 
and  gas  development,  engineering  and  food  resource 
development 

The  decision  to  reduce  the  number  of  directors  under- 
lines a growing  trend  among  Japanese  companies  to 
streamline  management  to  raise  efficiency  and  improve 
competitiveness.  The  large  number  of  directors  at  Japa- 
nese companies  has  often  been  cited  as  a cause  of  com- 
panies' inability  to  respond  swiftly  to  changing  market 
conditions. 

Itochu  hopes  to  reduce  interest-bearing  debt  by  30  per 
cent  by  the  end  of  March  2001.  In  an  earlier  plan,  it  said  it  ~ 
wanted  to  reduce  interest-bearing  debt  by  Y500bn  A 

($4.4bn),  from  Y5,300bn  by  the  end  of  2000.  In  common  y 
with  other  highly  indebted  Japanese  trading  companies, 
the  high-level  of  rts  interest-bearing  debt  has  put  pressure 
on  its  credit-rating,  lifting  its  cost  of  capital. 

Itochu  also  aims  to  return  to  the  black  this  year  with  a 
parent  net  profit  of  Y7bn  following  parent  net  losses  of 
Y14.72bn.  Group  het  profits  are  forecast  at  Y2bn,  com- 
pared with  net  losses  of  Y91.93bn.  It  aims  to  post  parent 
net  profits  of  between  Y20bn  and  Y25bn  and  group  net 
profits  of  about  Y40bn  In  the  financial  year  starting  April 
2000.  Michiyo  Nakamoto,  Tokyo 


OIL 


PTT  to  merge  operations 

PTT,  Thailand's  state-owned  petroleum  authority,  plans  to 
merge  its  downstream  oil  business  with  its  refining  unit, 

Thai  Oil,  and  then  float  shares  in  the  new  entity.  Prasert 
Bunsurripun,  president  of  PTT  Oil,  said  yesterday  that  the 
reorganisation  was  a “long-term  plan”  and  would  probably 
take  three  to  four  years  to  complete. 

Mr  Prasert  was  responding  to  Inquiries  over  a report  in 
the  Thai  daily  Nation  newspaper  that  the  new  entity,  com- 
bining PTT  Oil  and  Thai  Oil.  would  be  listed  on  the  Stock  V 
Exchange  of  Thailand  by  2002  or  2003.  He  said  the 
merger  would  create  a “lean  and  mean”  organisation  and  7, 
strengthen  competitiveness. 

The  new  Thai  downstream  company  would  have  com- 
bined assets  of  about  Bt140bn  ($3.9bn),  and  would  benefit 
from  reduced  costs  and  less  duplication. 

Reuters,  Bangkok 


CARMAKING 


Sales  tumble  at  Korea  groups 

South  Korea's  carmakers  yesterday  revealed  plunging 
sales  figures  for  last  year  amid  the  worst  economic  reces- 
sion for  decades.  Hyundai  Motor,  the  biggest  carmaker, 
reported  sales  down  29.4  per  cent  in  1998.  Exports  feH 
year-on-year  by  4.9  per  cent,  while  domestic  sales  plum- 
metted  52.3  per  cent. 

Daewoo  Motor  fared  a little  better,  seeing  an  overall 
sales  drop  of  7.8  per  cent.  Exports  rose  20.4  per  cent  on 
the  strength  of  robust  sales  of  its  Matiz  mini-car.  Domestic 
sales  slumped  44.4  per  cent.  Financially-troubled  Kia 
Motors,  soon  to  be  taken  over  by  Hyundai,  saw  a 33  per 
cent  drop  in  sales  led  by  a 53.3  per  cent  fall  among 
domestic  buyers.  Exports  fell  10.9  per  cent. 

All  three  companies  predicted  sales  Increases  this  year, 
with  the  economy  forecast  to  rebound  in  the  second  half. 
Hyundai  predicted  it  would  lift  sales  back  over  the  1m 
mark.  But  analysts  expect  private  spending  to  remain  flat 
as  unemployment  is  still  a big  concern  among  consumers. 

Ken  Lee,  research  head  at  KEB  Salomon  Smith  Barney 
Securities,  said  the  industry  would  struggle  this  year 
despite  the  number  of  carmakers  being  cut  from  five  to. 
two.  John  Larkin,  Seoul 
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We  take  pleasure  in  announcing  the  election  of 
the  following  Managing  Directors 


Investment  Banking 

William  John  Atkins 
Dietrich  Becker 
Michael  J.  Boublik 
Mark  H.  Bradley 
Robert  A.  Bradway 
PaulE.  Chamberlain 
Kevin  C.  Cox 
Stephen  S.  Crawford 
Michael  J.  Dickman 
Michael  D.  Grimes  . 
John  C.  Hahn 
Jackson  Hsieh 
David  A.  Jacobs 
William  D.  McCombe 
Sean  C.V  Muffin 
Carlos  A.  Oyarbide 
Caroline  Louise  Silver 
Cordell  G.  Spencer 
Gregory  A.  Stoupnitzky 
Stephen  M.  Trauber 
Nelson  S.  Walsh 
Michael  Wise 
Kohei  Yuki 


Fixed  Income 

Tommaso  Matteo  Albanese 
Amy  C.  Falls 
Ravindra  J.  Joseph 
Donald  & Leitch 
Toshiya  Mizuno 
TsutomuOkubo 
Stephen  B.  PenweU 
Thomas  G.  Wipf 


Equity  Financing  Services 

Patrick  J.  Mortimer 
Tarek  Toubale 


Real  Estate  Debt  Capital  Markets 

Warren  H.  Friend 


Equity 

Katsushiro  Ashizawa 
Aifric  Campbell 
Richard  Cawsey 
Leonidas  Christianakis 
Ronald  X.  Frost 
Anand  S.  Iyer 
David  Johnson 
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MEDIA  REORGANISATION  IS  AIMED  AT  ADDRESSING  THE  INCREASING  FINANCIAL  DEMANDS  ON  THE  PRIVATELY  OWNED  BUSINESS 


Kirch  opens  portals  to  outside  investors 


By  Frederick  StOdamann 
In  Bonn 

Leo  Kirch,  the  German 
broadcasting  mogul,  yester- 
day unveiled  a restructuring 
plan  which  opens  the  door  to 
outside  investors  to  one  of 
Europe's  biggest  media 
companies. 

In  a dramatic  change  of 
style,  Mr  Kirch  announced 
the  reorganisation  of  the 
privately  held  group  into  dis- 
tinct business  units  in  which 
outsiders  will  be  offered 
stakes  that  could  include 
shares  quoted  on  the  stock 
market 

On  offer  is  a chance  to 
take  a stake  in  businesses 
whose  activities  include 


Europe’s  biggest  TV  film  and 
programme  rights  library, 
stakes  in  broadcasting  net- 
works and  newspaper  com- 
panies, and  the  rights  to  the 
football  World  Cup  competi- 
tions In  2002  and  2006. 

The  reorganisation  Is 
intended  to  provide  an 

answer  to  two  pressing  prob- 
lems feeing  Kirch.  The  first 
is  the  mortality  of  the  com- 
pany's 72-year- old  founder 
and  proprietor.  The  second 
1s  the  group's  desperate  need 
for  considerable  amounts  of 
money  to  pay  for  past  and 
future  expansion. 

But  as  well  as  attempting 
to  solve  internal  problems, 
the  reorganisation  is  a sig- 
nificant development  in  Ger- 


many's growing  media  sec- 
tor as  it  offers  foreign  inves- 
tors a chance  to  enter  the 
market. 

In  particular  the  restruct- 
uring is  set  to  speed  up  talks 
between  the  Munich-based 
company  and  a group  of 
international  media  mag- 
nates, including  Rupert  Mur- 
doch, Silvio  Berlusconi,  and 
■the  Saudi  prince  Al-Waleed 
about  taking  stakes  in  the 
German  business. 

Dieter  Hahn,  Kirch  manag- 
ing director,  yesterday  said 
be  expected  talks  with  part- 
ners to  be  concluded  within 
the  next  three  months. 

The  arrival  of  such  inter- 
national players  would  sig- 
nificantly alter  the  balance 


in  the  German  commercial 
broadcasting  sector  which, 
until  now,  has  largely  been 
split  between  Kirch  and 
CLT-Ufa,  the  Luxembourg* 
based  company  in  which  the 
media  group  Bertelsmann 
bolds  a 40  per  cent  stake. 

Mr  Hahn  said  the  reorgani- 
sation was  a response  to 
"the  increasing  [financial] 
demands  on  our  business" 
and  tbai  it  was  a means  of 
getting  access  to  outside  cap- 
ital. 

The  group's  finances  have 
been  battered  by  the  steep 
costs  of  an  ambitious  plan  to 
develop  digital  pay-TV  in 
Germany  which  has  been 
hampered  by  the  European 
Commission. 


Attempts  to  raise  more 
money  from  hanks  or  from 
outside  partners  have,  until 
now,  been  held  up  by  con* 
cem  about  Kirch's  opaque 
corporate  structure,  its 
reluctance  to  divulge  finan- 
cial information  and  the  fear 
that  the-  company  was  too 
dependent  on  Mr  Kirch. 

The  reorganisation 
appears  to  offer  the  best  of 
both  worlds.  The  creation  of 
three  business  units  - Kirch 
Media,  Kirch  PayTV  and 
Taurus  B e teili gungsges ells- 
chaft  - offers  more  clarity. 

The  legal  structures  of 
Kirch  Media,  which  com- 
prises the  group's  free-TV 
and  rights  distribution  activ- 
ities, and  of  Kirch  PayTV 


will  allow  for  outside  inves- 
tors to  be  brought  in.  Alter- 
natively there  can  be  a rela- 
tively quick  conversion  to 
full  joint  stock  company  sta- 
tus and  thus  initial  public 
offering. 

Taurus  Beteiligungsge- 
seUschaft.  a holding  com- 
pany whose  assets  include  a 
40  per  cent  stake  in  Axel 
Springer.  Germany's  biggest 
newspaper  publisher,  will 
remain  a wholly-owned  sub- 
sidiary of  Kirch. 

The  establishment  of  an 
intermediary  holding  com- 
pany. called  Struktura. 
which  will  hold  at  least 
majority  stakes  in  the  three 
units,  retains  Kirch's  control 
of  the  business. 


Hard-pressed  SGS  looks  to  its  core  to  restore  lost  profits 

World's  largest  test  and  inspection  group  has  set  itseff  rigorous  performance  targets  which  involve  staff  cuts,  writes  William  Hall 


Society  G£n£rale  de  Sur- 
veillance, the  Switzer- 
land-based  group  that  is 
the  world's  biggest  testing 
and  inspection  company,  is 
facing  one  of  the  toughest 
tests  in  Its  120-year  history. 

Profits  have  collapsed,  the 
dividend  has  been  axed  and 
the  group  can  no  longer  rely 
on  its  lucrative  government 
contracts  business,  which 
provided  three-quarters  of 
last  year's  profits,  to  bail  out 
underperforming  operations. 

The  group  has  a new 
chairman,  a new  chief  execu- 
tive, and  an  almost  com- 
pletely new  board  of  direc- 
tors after  Elisabeth  Salma 
Amorim,  a member  of  one  of 
the  company's  founding  fam- 
ilies, was  forced  to  step 
down  as  chairman  in 
September. 

SGS  also  has  a new  corpo- 
rate strategy,  which  involves 
cutting  up  to  3,500  jobs,  or  12 
per  cent  of  its  staff,  selling 
its  GAB  Robins  insurance 
loss  adjusting  operation  and 
ending  its  successful  diversi- 
fication into  clinical  testing. 

It  is  a marked  contrast 
with  the  situation  a year 
ago,  when  SGS  was  empha- 
sising its  diversification  into 
new  areas,  such  as  clinical 
testing,  to  offset  the  poor 
growth  prospects  of  its  older 
businesses.  Now  the  group  is 
re-emphasising  its  tradi- 
tional core  businesses.  It 
wants  to  use  the  proceeds 
from  planned  divestments  to 
reinvest  in  these  units. 


rather  than  return  the 
money  to  shareholders. 

The  new  corporate  strat- 
egy involves  shrinking  SGS's 
core  revenues  to  SFr2.2bn 
($1.6bn)  and  its  workforce  to 
30,000,  while  leaving  intact 
its  global  network  of  offices 
and  testing  laboratories  in 
more  than  140  countries. 

After  taking  SFr430m  of 
restructuring  charges  and 
provisions  for  risks  on  its 
government  contracts  busi- 
ness, SGS's  equity  will  drop 
from  SFrSOOm  to  about 
SFrSOOm  at  the  end  of  1998. 

However,  the  group  has  no 
net  debt,  and  has  net  liquid- 
ity of  SFrlOOm.  After  losing 
SFr300m  this  year,  it  expects 
to  earn  between  SFi75m  and 
SFrlOOm  in  1999.  By  2001,  it 
should  be  earning  20  per 
cent  on  its  equity,  which  will 
have  been  considerably 
strengthened  by  the  sale  of 
GAB  Robins,  the  world's 
□umber  two  loss  adjuster, 
and  the  fast-growing  clinical 
testing  business. 

Tony  Czura,  chief  execu- 
tive, says  the  new  SGS  aims 
to  be  the  “dear  global  leader 
and  innovator  In  verifica- 
tion, testing  and  certification 
services".  He  has  identified 
six  core  businesses  which 
hold  the  key  to  the  restora- 
tion of  SGS's  profitability. 

Three  of  these  are  SGS's 
traditional  businesses,  where 
it  has  market  shares  of 
between  20  per  cent  and  35 
per  cent  - SGS  Redwood  (oil/ 
gas/chemicals);  SGS  Miner- 
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als  (mining);  and  SGS  Agri- 
cultural (commodities). 

SGS  also  Intends  to  remain 
a leading  player  in  providing 1 
pre-shipment  inspection  ser- 
vices for  government  and 
international  institutions, 
where  it  has  market  share  of 
more  than  70  per  cent.  How- 
ever, it  will  be  far  less 


important  than  before.  Mar- 
gins are  likely  to  be  20  per 
cejat,  against  35  per  cent 
plus,  and  Mr  Czura  intends 
that  the  business  which  has 
driven  SGS's  profits  over  the 
past  decade  should  represent 
“a  maximum  one-sixth  of 
whatever  we  do  in  terms  of 
revenue  and  profitability". 


One  problem  is  that  in  the 
above  four  core  businesses, 
where.  SGS  has  dominant 
positions,  its  growth  pros- 
pects are  limited.  By  con- 
trast. it  is  less  well  repre- 
sented in  the  two  high- 
growth  areas  earmarked  as 
core  businesses  - consumer 
product  testing  and  certifica- 


tion of  International  busi- 
ness standards  and  quality. 

Competitors  such  as 
France's  Bureau  Veritas  and 
[ntertek  of  the  UK,  have 
been  growing  much  more 
quickly. 

Mr  Czura  has  introduced 
“far  more  rigorous  perfor- 
mance criteria"  which  he 
expects  to  bear  fruit  soon. 
“When  you  look  at  other 
companies  with  similar 
activities  with  less  strengths 
than  ours,  you  see  that  they 
can  generate  significantly 
better  margins  than  us.  We 
should  be  able  to  beat 
them,"  he  says. 

SGS  has  bad  Us  ups  and 
downs  before.  In  19S1. 
when  it  was  floated, 
most  of  its  profits  came  from 
a Nigerian  government 
inspection  contract.  It  sur- 
vived the  ending  of  this  con- 
tract and  the  new  manage- 
ment is  confident  it  can 
restore  SGS’s  former  operat- 
ing margins  of  10  per  cent 
plus. 

However,  were  it  not  for 
the  protection  of  a share- 
holder pool  controlling 
nearly  50  per  cent  of  SGS 
shares,  the  new  management 
team  might  have  been  forced 
to  take  even  more  drastic 
action.  As  it  is,  it  may  need 
even  deeper  staff  cuts  if  it  is 
to  regain  its  blue-chip  image 
- a workforce  of  30.000  still 
seems  large  for  a business 
with  core  revenues  of 
SFrtJbn. 


Allianz  bond 
option  breaks 
fresh  ground 


PwC  fee  income  rises  to  $15.3bn 


By  Andrew  Bolger, 

Insurance  Correspondent 

Allianz.  Germany’s  biggest 
insurance  group,  yesterday 
placed  an  innovative  3150m 
international  catastrophe 
bond  option  that  provides 
coverage  for  wind,  storm 
and  hall  risks  written  by  its 
German  subsidiaries. 

International  insurers  are 
increasingly  using  capital 
market  instruments  to  cover 
risks  such  as  hurricanes  In 
the  US  and  Japan,  but  Alli- 
anz said  this  transaction  rep- 
resented the  first  large-scale 
catastrophe  risk  issue  in 
Europe. 

Goldman  Sachs,  the  US 
investment  bank,  acted  as 
sole  placement  agent. 

The  bond  option  secures  a 
source  of  contingent  reinsur- 
ance capacity  for  Allianz  via 
the  issuance  of  notes 
through  Gemini  Re,  a spe- 
cial-purpose vehicle  based  in 
the  Cayman  Islands. 

During  the  three-year 
option  period,  Allianz  can 
cause  Gemini  Re  to  issue 
notes  at  a fixed  rate  if  a pre- 
determined trigger  event 
occurs. 

The  investors  receive  an 
annual  fee  in  exchange  for 
their  commitment  to  pur- 
chase the  notes.  Once  the 
option  is  activated,  the  prin- 
cipal and  the  interest  of  the 
notes  are  at  risk  Tor  the 
three  subsequent  years. 

"The  option  structure 
enjoys  several  distinct 


advantages  that  cannot  be 
provided  by  a traditional 
catastrophe  bond,"  said  Det- 
lev  Bremkamp,  an  Allianz 
director.  “Most  importantly, 
it  provides  Allianz  with  con- 
tingent reinsurance  capacity 
at  a pre-agreed  price,  thus 
capping  the  volatility  of 
future  reinsurance  costs  fol- 
lowing severe  wind,  storm  or 
bail  losses." 

If  reinsurance  costs  rise 
affer  a catastrophic  loss 
year,  Allianz  said  it  would 
be  able  to  transfer  its  sec- 
ond-year loss  exposure  to  the 
capital  market. 

However,  if  reinsurance 
was  available  on  a cost-effec- 
tive basis,  the  group  could 
continue  to  purchase  protec- 
tion through  traditional  rein- 
surance, rather  than  .exer- 
cise the  option. 

Joachim  Faber,  a director 
of  Allianz  Insurance,  said: 
“This  capital  market 
approach  secures  an  alterna- 
tive channel  for  Insurance- 
linked  risks  at  a competitive 
price.  In  the  years  to  come,  I 
insurance-linked  products 
should  gather  momentum  in 
the  capital  markets  and 
expand  into  a variety  of  new 
or  hard-to-place  risks." 

The  deal  was  structured 
by  Allianz  Risk  Transfer,  a 
Zurich-based  arm  of  the 
group.  Risk  Management 
Solutions,  a US-based  com- 
pany. provided  the  risk  anal- 
ysis. using  its  proprietary 
catastrophe  modelling 
technology. 


By  Jbn  Kefly, 

Accwflrtancy  Correspondent 

PwC.  the  world's  biggest 
professional  services  firm, 
said  yesterday  that  fee 
income  bad  jumped  193  per 
cent  to  $15  Jbn  and  forecast 
a stronger  performance  as  it 
sought  to  build  a worldwide 
legal  services  network. 

The  firm,  formed  last  year 
by  the  merger  of  Price 
Waterhouse  and  Coopers  & 
Lybrand.  said  a deal  it  had 
just  completed  in  Spain  to 
set  up  the  country’s  second 
biggest  legal  practice  was  a 
model  for  future  growth. 

The  announcement  sets 
the  stage  for  a worldwide 
race  among  the  so-called  Big 
Five  firms  to  set  up  associ- 
ated legal  networks  - a race 
so  far  led  by  Arthur  Ander- 
sen. 

The  move  is  further  evi- 
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deuce  of  the  rapid  transfor- 
mation of  the  old  "Big  Six" 
accountancy  firms  into  the 
“Big  Five"  professional  ser- 
vices networks  offering  a 
range  of  services  from  corpo- 
rate finance  to  human 
resource  management. 

Gerard  Nicola,  head  of 
PwC's  legal  services,  said: 
“PwC  is  committed  to  devel- 
oping top  quality  legal  prac- 
tices across  Europe,  in  Asia 
and  the  US. 

“We  are  pursuing  opportu- 
nities elsewhere  in  Europe 
and  across  the  world  for 
mergers  similar  to  this  deal 
in  Spain.  This  merger  is  a 
model  for  what  we  expect  to 
achieve  in  many  other  coun- 
tries." 

PwC  said  its  legal  practice 
in  Spain  had  merged  with 
Estudio  Legal  Abogados  and 
parts  of  Mullerat  & Roca  to 
form  an  Integrated  firm  with 


500  professionals  based  in 
Madrid.  A new  name  will  be 
announced  later  this  month. 

The  firm's  global  figures 
represent  the  performance  of 
PW  and  Coopers’  before  the 
merger  last  July  1.  Growth 
rates  in  the  sector  in  1997-96 
have  been  between  153  and 
23  per  cent.  PwC's  nearest 
rival  is  Andersen  Worldwide 
on  $139bn. 

However,  Andersen  World- 
wide is  engaged  in  a 
protracted  divorce  between 
its  sister  firms  which  is 
likely  to  result  in  it  losing 
second  place.  In  that  case 
PwC's  nearest  rival  is  Ernst 
& Young  on  $10.9bn. 

The  merger  which  created 
PwC  was  partly  driven  by 
explosive  growth  in  manage- 
ment consulting.  Yesterday's 
figures  showed  that  in  the 
year  to  June  30  consulting 
Income  grew  41.5  per  cent  to 


$3.97bn  - compared  with  tra- 
ditional audit  and  account- 
ing which  grew  10  per  cent 
to  $6.77bn. 

Prior  to  the  merger  both 
sides  said  they  would  not  fol- 
low the  example  of  Andersen 
Worldwide  and  Deloitte 
Touche  Tohmatsu  in  creat- 
ing stand-alone  consulting 
businesses.  KPMG  has  said 
it  is  considering  a separate 
notation  of  part  of  its  con- 
sulting business. 

PwC’s  biggest  growth  was 
in  business  process  outsourc- 
ing - at  159  per  cent  to  $40m 
- which  will  prompt  specula- 
tion that  it  may  follow  oth- 
ers in  the  sector  in  hiving  off 
this  service  from  the  rest  of 
the  partnership. 

The  strongest  areas  for 
growth  in  the  new  firm  were 
North  and  South  America, 
which  grew  by  24  per  cent 
and  32  per  cent  respectively. 
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Tenders  sought  from 
advisers  for  Katowice  sale 

The  privatisation  of  Poland's  giant  state  owned  Huta 
Katowice  steel  mill  took  a step  forward  y^erday  when , 
the  government  opened  a tender  for  an  adviser  for  0* 
sale  call  came  after  Emil  Wasacz.  the  treasury  mints- 
ter  responsible  for  the  sale,  said  that  he  wants  to  complete 
the  deal  by  the  middle  of  the  year. 

Voest  Alpine  Stahl,  the  Austrian  steelmaker,  satd  recently 
it  was  suspending  talks  on  the  takeover  of  Huta  Sedzknir, 
the  country's  other  big  min,  until  the  fate  oi  the  Katowice 
mill  became  dear.  Voest  Alpine,  which  is  acting  in  concert 
with  Hoogovens.  the  Dutch  steelmaker,  has  an  exclusive 
right  to  negotiate  a deal  with  Sedzimir.  which  expires  at 

the  end  of  January.  , _ J . 

The  privatisation  of  the  Katowice  and  Sedzimir  mfls  is  a 
key  part  of  Poland's  talks  with  the  European  Union  on  the 

future  of  Poland's  steelindustry.  . 

The  EU  is  insisting  that  Poland  privatise  the  two  mills 
and  provide  assurances  that  public  funds  will  not  be  used 
to  shore  up  their  finances.  Katowice  and  Sedzimir  together 
need  to  spend  about  Sl.5bn  on  their  modernisation  if  they 
are  to  compete  with  western  European  mills. 

British  Steel  has  recently  been  negotiating  the  terms  of  a 
takeover  with  Huta  Katowice  management,  which  is  being 
advised  by  ING  Barings.  Danieli,  an  Italian  steelmaking 
machinery  producer,  and  Voest  are  aiso  in  talking  to  Huta 
Katowice  about  making  an  investment. 

The  government  is  understood  to  be  planning  a dosed 
tender  confined  to  these  three  companies  once  a privati- 
sation adviser  has  been  chosen.  The  tender  for  an  adviser 
closes  on  February  4.  Christopher  Bobinski,  Warsaw 

NORTH  SEA  OIL 


Total  sells  stake  in  Conoco  field 

Total,  the  French  oil  company,  yesterday  said  it  had  sold 
its  11.5  per  cent  stake  in  Murdoch,  the  North  Sea  gas  field 
operated  by  Conoco,  to  Gaz  de  France  (GdF).  the  state- 
owned  gas  distributor.  The  transaction  is  part  of  a 
long-term  asset  reshuffling  agreement  between  the  com- 
panies, aiming  to  improve  the  integration  of  their  respec- 
tive activities. 

Last  year.  GdF  bought  a 24.9  per  cent  stake  in  Ga2  de 
Strasbourg,  a regional  distribution  operation  in  eastern 
France,  from  Total.  The  Murdoch  deal  boosts  GdPs 
upstream  activities.  Samer  Iskandar,  Paris 


MKB  plans  Budapest  listing 

The  Hungarian  Foreign  Trade  Bank  (MKB),  Hungary's  sec- 
ond largest  bank,  plans  to  list  on  the  Budapest  Stock 
Exchange  as  soon  as  market  conditions  are  favourable,  a 
bank  official  said  yesterday. 

MKB  is  how  75  per  cent  held  by  Germany's  Bayerische 
Landesbank  Girozentraie.  However  the  European  Bank  for 
Reconstruction  and  Development,  which  bought  a 16.7  per! 
cent  stake  in  1994,  sold  its  stake  in  the  spring  of  last  year 
to  BAWAG  of  Austria. 

BAWAG  has  since  sold  part  of  this  stake  to  Bayerische 
Landesbank,  and  now  holds  just  over  10  per  cent  of  MKB. 
Kester  Eddy,  Budapest 

Comments  and  press  releases  about  international 
companies  coverage  can  be  sent  by  e-mail  to 
international.  companres@ft  com 
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PJ--2°?i^AIWTS  ABOUT  LOW  TRADING  LEVEL  FOR  MERGED  GROUP  AND  TIMING  OF  THE  DEAL 


Dealers  criticise  BP  Amoco’s  opening  price 


By  Jane  Martinson 

Fund  managers  and  dealers 
complained  yesterday  about 
what  they  claimed  was  an 
“inaccurate"  opening  share 
price  for  BP  Amoco,  the 
merged  oil  group  that 
became  the  largest  single 
constituent  of  FTSE  loo 
index  yesterday. 

Several  argued  that  the 
pnee  set  by  FTSE  Interna- 
tional, which  managftft  the 
indices  and  is  part-owned  by 
the  Financial  Times,  had 


caused  investors  to  lose 
money  and  led  the  FTSE  10Q 
index  to  open  at  an  artifi- 
cially low  level  for  the 
all-important  start  of  the 
year.  BP  Amoco  represents  6 
per  cent  of  the  FTSE  100. 

While  some  criticised  the 
FTSE  decision-makers,  oth- 
ers blamed  the  timing  of  the 
deal,  which  was  finalised 
during  the  volatile  trading  at 
the  year-end.  “Everything 
about  this  deal  coming  to 
market  was  a mess,"  said 
one  London-based  trader. 


BP  Amoco’s  shares  were 
listed  on  the  London  Stock 
Exchange  on  December  31, 
following  US  regulatory 
approval  of  the  merger  of 
British  Petroleum  and 
Amoco  of  the  US.  But  the 
UK  market  was  closed 
because  of  preparations  for 
the  euro,  leaving  the  sepa- 
rate shares  of  the  two  com- 
panies to  be  traded  on  the 
New  York  exchange  for  one 
day  before  dealing  in  tbe 
combined  group  started  yes- 
terday. 


FTSE  indicated  last  week 
that  it  would  use  last  Fri- 
day’s closing  price  for  Bp’s 
American  Depositary 
Receipts  - each  of  which 
represents  six  London-listed 
BP  shares  - as  the  basis  for 
the  opening  London  price  of 
Bp  Amoco. 

However.  FTSE  derided  on 
Saturday  that  Friday's  clos- 
ing ADR  price  of  895  wfis 
unreliable  because  of  a last- 
minute  trading  error. 
Instead,  it  used  the  last 
traded  price  of  $90.75  to  set 


the  new  London  price  of 
9I2’Ap.  Some  6.8m  ADRs, 
worth  $550m,  were  bought 
on  Friday  at  tbe  higher 
price. 

FTSE,  which  said  yester- 
day it  had  received  “three  or 
four"  complaints,  vigorously 
defended  its  decision.  “We 
took  the  view  that  the  clos- 
ing price  was  overinflated. 
We  believe  that  tbe  price  we 
chose  was  a far  more  accu- 
rate reflection."  it  said. 

The  FTSE  decision  was 
also  supported  by  Barclays 


Global  Investors,  Europe's 
largest  index  tracker.  Chris 
Sutton,  head  strategist,  said: 
“We  think  [FTSE)  had  a dif- 
ficult job  to  do  and  took  a 
sensible  derision  in  the  light 
of  that" 

But  one  other  index 
tracker  was  less  impressed. 
"The  FTSE  actuaries  have 
created  an  inaccurate  mar- 
ket." he  said.  “This  is  a bit 
tike  the  football  pools  panel 
sitting  when  lots  of  games 
have  been  cancelled  and  just 
making  np  the  scores." 


j 


Surge  in  pre-Christmas  mobile  phones  growth 


1 


By  Alan  Cane 

The  UK’s  four  mobOe  phone 
operators  connected  2.54m 
net  new  subscribers  in  the 
three  months  up  to  Christ- 
mas, as  “pre-paid"  packages 
— which  demand  neither 
contracts  nor  monthly  rental 
charges  - proved  to  be  tbe 
season's  most  popular  elec- 
tronic present. 

Last  year,  when  pre-paid 
services  were  in  their 
Infancy,  the  four  operators  - 


Job  cuts 
criticised 
|as  ‘macho 
gesture’ 

By  Shefla  Jones 


Trade  union  leaders  in 
northern  England  yesterday 
accused  ICI  of  sacrificing 
jobs  to  appease  shareholders 
following  the  collapse  of 
talks  with  DuPont 

ICI  yesterday  announced 
that  1,000  jobs  were  being 
cut  globally,  most  of  them  at 
the  core  paints  and  special- 
ity chemicals  divisions  in 
tbe  US  and  UK.  About  500 
jobs  are  being  cut  at  the  US 
decorative  paints  division, 
while  about  420  jobs  will  go 
at  plants  in  the  UK. 

. The  company  said  the  cuts 
would  reduce  overheads  and 
improve  profitability  and 
were  not  linked  to  the  fail- 
ure of  talks  with  DuPont  on 
the  sale  of  its  ti oxide  divi- 
sions. “The  reductions  would 
have  been  made  anyway. 
The  core  has  to  continue  to 
be  profitable  and  cash  gener- 
ative so  we  have  a healthy 
business  Tor  the  future." 

The  cost  of  the  measures 
is  expected  to  be  £120m 
(S200m),  much  of  which  will 
be  in  redundancy  payments. 
ICI  expects  savings  of  £70m  a 
year  within  two  years. 

Unions  representing  work- 
ers at  Id's  plants  in  War- 
rington and  Runcorn  yester- 
day said  they  believed  the 
job  losses  were  a “macho 
gesture"  to  shareholders. 

ICI  said  200  job?  were 
being  cut  from  its  Crosfield 
speciality  chemicals  divi- 
sion. with  about  120  going  at 
its  manufacturing  site  in 
Warrington,  and  the  rest  at 
other  sites,  including  Brazil. 

ICI  said  that  while  its 
European  decorative  paints 
operations  were  buoyant  and 
its  Asian  divirion  was  hold- 
ing up,  trading  conditions  in 
North  America  were  difficult 
and  its  business  there  was 
“underperforming”. 


Vodafone,  Cellnet,  Orange 
and  One-2-One  - attracted 

less  than  750,000  new  cus- 
tomers in  the  Christmas 
quarter.  This  year.  Voda- 
fone, the  largest  of  the  tour, 
added  933,000  subscribers  in 
the  quarter  - 596.000  in 
December  alone. 

Shares  in  Vodafone  and 
Orange  rose  sharply  yester- 
day, as  did  those  of  British 
Telecommunications  (which 
has  a majority  stake  in  Cell- 
net)  and  Cable  and  Wireless 


(which  owns  half  of  One-2- 
One). 

Vodafone  closed  73p 
higher  at  £10.49  while 
Orange  added  96p  to  794 Vip  - 
a gain  of  nearly  14  per  cent. 
BT  closed  33V&p  higher  at 
988p  while  C&W  rose  17Vip 
to  756%p. 

Some  80  per  cent  of  Voda- 
fone's new  subscribers  opted 
for  the  pre-paid  “Pay  As  You 
Talk"  option.  Chris  Gent, 
Vodafone  chief  executive, 
said:  “The  astonishing  suc- 


cess of  pre-paid  services 
around  the  world  has  rapidly 
accelerated  the  growth  in 
mobile  phone  markets". 

Peter  Erskine,  managing 
director  of  Cellnet,  which 
put  on  658,000  new  subscrib- 
ers in  the  quarter,  said  the 
“phenomenal  quarter  for  the 
UK  mobile  phone  Industry" 
was  a result  of  intense  com- 
petition". 

Graham  Howe,  finance 
director  of  Orange,  which 
added  512,000  subscribers. 


said  quality  of  network  and 
customer  service  would  be 
the  key  to  subscriber  loyalty. 

Tim  Samples,  managing 
director  of  One-2-One,  which 
attracted  an  extra  439,0 00 
subscribers,  said  tbe  group 
would  be  investing  about 
Elm  a day  In  the  run-np  to 

the  Tnillanninwi,  and  hinted 
that  the  cost  of  mobile  calls 
would  continue  to  fait 

There  are  now  about  13m 
mobile  phone  users  in  the 
UK,  more  than  20  per  cent  of 


the  population.  Vodafone 
remains  market  leader  with 
4.87m  customers,  followed  by 
Cellnet  (4.04m),  Orange 
(2.16m)  and  One-2-One 
(1 -92m). 

Vodafone  also  announced 
figures  for  overseas  connec- 
tions. It  added  more  than 
862.000  net  new  subscribers 
overseas,  bringing  its  world- 
wide customer  total  to  9.1m 
- 77  per  cent  ahead  of  the 
5.17m  with  which  it  started 
1998. 


Tioxide  leak  scuppers  ICI  disposals  strategy 


With  the  timetable  for  asset  sales 
faltering,  the  company  has  been  left 
with  £4bn  debt,  writes  David  Pilling 


ICI:  changing  at  the  core 


f 


Judging  by  the  firmness 
of  Charles  Miller  Smith's 
handshake  and  his 
relaxed  body  language  yes- 
terday. everything  is  fine  at 
ICI  in  spite  of  the  latest  blow 
to  its  disposal  strategy.  But 
if  one  believes  the  markets, 
which  knocked  more  than  5 
per  cent  off  the  company’s 
share  price.  Id’s  chief  exec- 
utive has  his  head  in  the 
clouds. 

“It’s  a disappointment, 
that’s  absolutely  dear."  con- 
ceded Mr  Miller  Smith  after 
objections  from  the  US  Fed- 
eral Trade  Commission  scup- 
pered the  deal  to  sell  his 
company’s  tioxide  busi- 
nesses to  DuPont  and  NL 
Industries.  It's  a rebuff,  a 
blow,  but  not  a knockout" 
From  where  Mr  Miller 
Smith  sits.  ICI  is  still  on 
track  to  transform  itself 
from  an  old-fashioned  pro- 
ducer of  bulk  chemicals  into 
a high-margin  speciality 
chemicals  operation.  This 
was  to  be  achieved  primarily 
by  the  acquisition  of 
Unilever’s  ■ speciality  chemi- 
cals operations  in  1967  for 
£4.7bn,  followed  by  a raft  of 
disposals  to  help  cut  the 
resulting  debt 
hi  spite  of  the  collapse  of 
the  tioxide  sales  - which, 
together  with  a related  deal 
in  Pakistan,  would  have 
been  . worth  about  £900m 
($l-5bn)  including  debt  - ICI 
had  raised  more  than  £3-5bn 
from  41  disposals  over  the 
past  18  months,  he  said.  “We 
sought  to  do  44.  Three  got 
away.  On  my  scoring  card, 
an  error  rate  of  10  per  cent  is 
not  bad." 

More  important,  said  Mr 
MtTipr  Smith,  the  core  speci- 
ality chemicals  business, 
particularly  the  units  bought 
from  Unilever,  were  perform- 
ing well  in  a difficult  envi- 
ronment. “The  hard  evi- 
dence is  that  the  core 


strategy  to  change  the  char- 
acter and  nature  of  the  busi- 
ness is  working." 

The  problem  is  It  may  not 
be  working  fast  enough.  As 
its  disposals  timetable  fal- 
ters, ICI  is  left  with  a 
weighty  net  debt  burden 
that  stands  at  more  than 
£4bn. 

Although  the  company  put 
a brave  face  on  its  financial 
position  yesterday  by  pledg- 
ing to  Tnalntain  the  foil-year 
dividend  at  32p,  analysts 
said  it  was  barely  able  to 
cover  this  payment,  while  Its 
Interest  cover  was  just  1.7 
times. 

ICI  also  sought  to  bolster 
confidence  in  its  underlying 
profitability  yesterday  by 
announcing  a restructuring 
of  its  paints  business  as  well 
as  forecasting  pre-tax  profits 
for  1998  at  £31 5m.  This  was 
at  the  upper  end  of  recent 
market  estimates,  but  a far 
cry  from  the  £ihn  some  ana- 
lysts had  been  predicting 
early-  last  year. 

During  that  time,  the 
share  price  has  not 
responded  to-  Mr  Miller 
Smith’s  continued  assur- 
ances that  everything  is 
going  according  to  plan. 
After  reaching  a high  of 
£12.44  last  May,  it  hit  a low 
of  492p  yesterday,  down  29p 
on  the  day. 

“The  dock  is  ticking.  All 
the  time  they’re  carrying 
this  huge  debt,  it  is  eating 
into  the  value  of  the  com- 
pany," one  analyst  said. 
“The  strategy  is  sensible, 
but  they’ve  run  into  bad 
luck  On  Tmpleinontatinn  " 

Nor  will  it  be  easy  to  right 
the  situation  quickly.  Sharp 
declines  in  bulk  chemical 
prices,  the  strength  of  ster- 
ling and  tough  trading  in 
Asia  will  make  it  difficult  for 
ICI  to  find  buyers  at  attrac- 
tive prices  for  its  remaining 
industrial  chemicals  and  pet- 


rochemicals assets  in  the  UK 
and  abroad.  Some  observers 
have  mentioned  Millennium 
of  the  US  or  financial  buyers 
as  possible  purchasers  of  the 
businesses,  but  all  agree  Id 
faces  an  uphill  struggle  to 
secure  deals.  And  market 
conditions  hardly  favour  the 
flotation  of  individual  units, 
proffered  by  Id  as  a possible 
solution  to  the  failure  of  the 
tioxide  disposal. 

With  such  little  room 
for  financial  manoeu- 
vre it  could  be  bard  to 
plough  the  necessary  funds 
into  developing  core  assets. 
If  opportunities  arise,  Id 
may  not  be  in  a position  to 
take  them. 

Capital  intensive  non-core 
units  must  also  be  kept  tick- 
ing over  until  buyers  are 
found,  though  this  might  not 
happen  before  there  is  an 


upturn  in  bulk  chemical 
prices  or  a drop  in  sterling. 
In  the  meantime,  prospective 
buyers  will  be  in  a position 
to  strike  a tough  bargain 
with  a company  extremely 
keen  to  unload  assets. 

The  question  is:  does  Id 
have  the  resources  and  man- 
agerial capacity  to  develop 
its  core  speciality  chemicals 
businesses  while  simulta- 
neously servicing  its  sub- 
stantial debts  and  trying  to. 
sell  assets? 

“We  won’t  scrimp  [on  capi- 
tal expenditure]  in  1999  or 
2000,"  said  Mr  Miller  Smith. 
“But  we  have  been  very  rig- 
orous in  making  sure  we 
have  the  right  priorities." 

Alan  Spall,  finance  direc- 
tor, added:  “If  you’re  asking: 
what  are  the  things  that 
restrain  the  management 
from  running  the  business? 
The  answer  is  none." 


Yet,  Mr  Miller  Smith  is 
aware  that  the  markets  are 
running  out  of  patience.  The 
restructuring  announced 
yesterday  of  the  decorative 
paints  business  is  partly 
intended  to  address  these 
concerns. 

The  performance  in  the 
US,  in  what  is  meant  to  be  a 
core  business,  has  been 
particularly  disappointing. 

But  it  is  disposals  that  the 
markets  are  really  seeking. 

Mr  Miller  Smith,  who 
acknowledged  that  the  share 
price  would  probably  floun- 
der until  there  were  some 
“sexy  news  on  disposals" 
even  hinted  that  he  might  be 
prepared  to  sell  assets  previ- 
ously considered  off-limits. 

“We  will  deliver  on  dispos- 
als. Don’t  listen  to  those  ana- 
lysts who  say  well  never  sell 
another  .pound’s  worth  of 
assets  again." 


COMMENT 
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Seven  years'  bad  luck  have 
passed  since  the  Maxwell 
debacle  cracked  the  Mirror 
from  side  to  side.  Since  the 
lifting  of  their  seven-month 
suspension  in  July  1992,  the 
newspaper  group's  shares 
have  underperformed  by  over 
40  per  cent  Trading  at  a 50 
per  cent  p je  discount  at  the 
end  of  the  year,  they  were 
among  the  most  lowly  valued 
in  the  media  sector.  So  it  is 
no  surprise  that  reports  of 
venture  capitalist  interest 
sparked  yesterday’s  6 per 
cent  rise.  The  pity  is  that 
even  at  iBOp  a share  - 35  per 
cent  lower  than  last  May 
when  Germany’s  Axel  Springer  contemplated  a bid  - the 
returns  do  not  look  overwhelming  for  buyers  lacking  syner- 
gies. Given  taxed  operating  profits  of  £97m  forecast  for  1999, 
returns  on  a potential  £l.4bn  purchase  price  (including  a 30 
per  cent  premium  and  £500m  net  debt!  barely  scratch  7 per 
cent  Shareholders  hoping  for  a bid  to  break  the  run  of  bad 
luck  may  be  disappointed. 

UK  building  societies 

Remember  1997  when  five  UK  building  societies  turned  into 
banks,  showering  about  £30bn  in  cash  and  shares  on  to  their 
customers?  With  eight  more  societies  being  challenged  to 
convert  a superficial  glance  suggests  a -repeat  performance. 
But  a better  guide  looks  to  be  the  much  less  exciting  £750m 
takeover  of  Birmingham  Midshires  by  Halifax.  About  70  per 
cent  of  former  building  society  assets  have  already  been 
converted.  Of  the  71  societies  that  remain,  the  biggest  - 
Nationwide  - is  immune  to  another  conversion  vote  until 
2001.  The  next  biggest.  Bradford  & Bingley.  is  less  than  half 
its  size.  As  managing  a medium-sized  pic  in  a consolidating 
industry  is  hardly  comfortable,  those  societies  vulnerable  to 
a proconversion  vote  would  do  better  to  seek  a partner. 

Assuming  the  buyers  are  banks,  this  would  help  .rational- 
ise an  over-supplied  sector.  But  even  if  all  eight  succumb,  it 
would  do  little  to  stifle  retail  banking  competition.  While 
Nationwide  is  big  enough  to  exert  some  pressure,  the 
greater  threat  comes  from  new  entrants,  such  as  supermar- 
kets and  life  assurers.  Banks,  which  still  enjoy  surprisingly 
ample  margins  between  saving  and  borrowing  rates,  have 
more  to  lose  from  customers  shopping  around  than  they 
have  to  gain  from  the  disappearance  of  a few  more  building 
societies. 


PowerGen 
pays  £95m 
for  plants 


By  Arakew  Taylor 


PowerGen,  Britain's  third 
largest  electricity  generator, 
is  paying  £94i9m  ($i59m)  for 
a dozen  small  plants  in  a 
deal  that  will  double  its  com- 
bined heat  and  power  gener- 
ating capacity. 

Most  of  the  capacity, 
which  is  being  acquired  from 
Yorkshire  CoGen,  a subsid- 
iary of  Yorkshire  Electricity, 
is  gas  fired,  while  the 
remainder  burn  oiL 

The  UK  government 
recently  Imposed  curbs  on 
the  construction  of  new  gas- 
fired  plant  to  protect  coal 
sales  to  power  stations  until 
a more  competitive  system 
for  electricity  trading  can  be 
introduced.  It  believes  cur- 
rent trading  arrangements 
unfairly  favour  gas-fired  gen- 
eration. However,  the  gov- 
ernment will  give  preference 
to  combined  heat  and  power 
schemes. 

Tbe  acquired  plants  have  a 
combined  capacity  of 
17GMW.  PowerGen  already 
owns  five  CHP  plants,  with 
178MW  of  capacity.  The  pur- 
chase mice,  which  does  not 
indude  repayment  of  £46 .4m 
inter-company  borrowings, 
will  be  financed  from  exist- 
ing debt  facilities. 

Yorkshire  Electricity  is 
owned  by  two  US  companies. 
New  Century  Energies  and 
American  Electric  Power. 


Kalon 
in  $82m 
Polish  deal 


By  ThorokJ  Barker 

Kalon,  the  UK  paints  group, 
has  offered  10  zlotys  a share 
in  cash  to  acquire  up  to  60 
per  cent  of  Polifarb,  the  larg- 
est Polish  coatings  producer. 

The  offer,  a 32  per  cent 
premium  to  Polifarb's  share 
price  before  Kalon’s  initial 
announcement  on  December 
31.  would  value  a 60  per  cent 
stake  at  285.6m  zlotys 
(382m).  It  is  conditional  on  at 
least  20  per  cent  of  share- 
holders accepting  the  offer. 

Kalon  already  owns  5 per 
cent  of  Polifarb-  Full  take-up 
of  the  offer  would  take  its 
stake  to  65  per  cent  Polifarb, 
which  will  retain  its  listing 
in  Warsaw,  made  a pre-tax 
profit  of  61.5m  zlotys 
($l7.7m),  from  turnover  of 
559.5m  zlotys  ($l61m)  in 
1997. 

Mike  Hennessy,  Kalon’s 
managing  director,  said  the 
group  would  Improve  the 
performance  of  Polifarb  by 
transferring  its  technology 
and  expertise  in  sales  and 
marketing.  The  deal  will  be 
financed  from  bank  debt. 

Mr  Hennessy  said  the 
group  would  continue  to 
look  at  acquisition  opportu- 
nities in  Europe.  One  might 
be  to  acquire  Sigma- Lafarge, 
a paints  business  with  about 
£700m  of  sales.  It  is  SO  per 
cent  owned  by  Petrofina,  the 
Belgian  oil  company. 


Competition  regulator  turns  tough 


By  Deborah  MeGregor 

The  unwillingness  of  the 
Federal  Trade  Commission 
to  sanction  ICTs  proposed 
disposal  of  its  tioxide  unit  to 
DuPont  and  NL  Industries 
reveals  tbe  US  competition 
i:  ’ regulator’s  Dewly  aggressive 
j approach  to  deals  that  lack 
.*  specific  competition  .safe- 
guards. 

Officially  the  FTC  declined 
to  comment  on  the  ICI  case. 
But  recent  FTC  decisions 
underscore  the  agency's 
growing  determination  to 
flex  its  anti-trust  muscles. 

While  ICI  and  DuPont  had 
tried  to  allay  the  FTC’s  con- 
cerns over  concentration  of 


market  power  by  altering 
their  original  deal  to  include 
NL  Industries,  the  commis- 
sion remained  unsatisfied. 

A clue  to  the  FTC’s  rea- 
soning raw  be  found  in  its 
recent  approval  of  the  union 
of  BP  and  Amoco.  The  FTC 
voted  unanimously,  to 
approve  that  deal  after  spe- 
cific market  protections 
were  put  in  place,  including 
tbe  companies  agreeing  to 
sell  134  petrol  stations  and 
nine  oil  terminals. 

Robert  Pitofsky.  FTC 
chairman,  said  he  was  satis- 
fied that  “the  operations  of 

these  two  companies  rarely 
overlap  in  a way  that  threat- 
ens competition". 


The  FTC  also  showed  its 
intention  to  expand  its  anti- 
trust powers  two  weeks  ago 
when  it  sued  My lan  Labora- 
tories, the  second-largest 
generic  drug  maker  in  the 
US,  alleging  that  the  com- 
pany had  tried  to  monopolise 
production  of  two  popular 
anti-anxiety  drugs. 

By  seeking  5120m  in  its 
lawsuit,  the  FTC  moved  sig- 
nificantly beyond  its  normal 
market-guardian  role  to  the 
active  extraction  of  a mone- 
tary penalty  from  Mylan 
equal  to  the  company’s  alleg- 
edly illegal  gains. 

These  cases  have  unfolded 
against  a broader  backdrop 
in  which  Mr  Pitofsky  and  his 


counterparts  at  the  US  jus- 
tice department  have  been 
redefining  competition  pol- 
icy with  an  eye  to  challeng- 
ing anti-competitive  prac- 
tices more  firmly  than  US 
regulators  have  for  some 
time. 

A hallmark  of  recent  deci- 
sions is  an  emphasis  on  a 
detailed  analysis  of  what 
constitutes  a market. 

Regulators  no  longer  look 
simply  at  their  overall  mar- 
ket  share.  Markets  are  bro- 
ken down  into  detailed  seg- 
ments, something  which 
may  have  teen  a focus  for 
the  FTC  in  the  ICI  case 
involving  the  highly  speci- 
alised tioxide  market. 
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EURO  STATISTICS 


CHANGES  ^ _ 

FT  service  evolves  with  new  data 


The  FT  will  be  publishing  a guide  to  the  blue-chip 
companies  of  the  new  Europe.  The  book  wffl  cover  the 
constituents  of  FTSE  Eurotop  300  index  and  will  include 
analysis  on  the  leading  companies  and  key  statistical 
data  on  300  groups  across  die  region.  Available  In 
March,  price  £35  plus  postage  and  packbig.  To  order, 
phone:  44(0)  171  538  1164 


By  Martin  Dickson 

Yesterday  was  an  historic 
occasion  In  the  world's 
financial  markets  - the  first 
day  of  trading  in  the  euro. 
Today’s  FT  contains  a range 
of  new  statistics  which  will 
track  the  fortunes  of 
Europe's  new  currency  and 
associated  equity  and  band 
markets.  This  page  is 
designed  to  guide  readers 
around  the  new  data 

The  coming  of  the  euro 
means  changes  in  four  main 
areas  of  the  paper's  statis- 
tics: currencies;  interest 
rates;  European  equities  and 
bonds. 

The  FT’S  new  data  builds 
on  the  Euro  Prices  page 


which  we  established  last 
May  in  anticipation  of  the 
new  currency.  This  page,  set 
up  as  the  initial  members  of 
monetary  union  and  their 
bilateral  exchange  rates 
were  fixed,  was  designed  to 
reflect  the  market  stresses  of 
the  eight  month  transitional 
period  to  the  euro's  birth 
and  the  shift  in  investor 
thinking  that  would  be 
required  after  January  L 
We  created  a synthetic 
euro,  an  artificial  currency 
aimed  at  giving  readers  a 
broad  indication  of  the  value 
of  the  euro.  For  equities  and 
bonds,  we  introduced  new 
features  to  reflect  the  fact 
that  after  January  1 the 
euro-zone  would  become  a 


single  investment  area 
rather  than  a collection  of  li 
separate  countries. 

For  equities,  we  began 
publishing  the  FTSE  Euro- 
top series  of  pan-European 
indices  and  the  share  price 
in  ecus,  forerunner  to  the 
euro,  of  the  constituents  of 
the  ETSE  Eurotop  300  Index, 
which  we  listed  by  sector. 

In  bonds,  we  listed  prices 


and  yields  of  leading  bonds 
already  issued  in  euros  and 
representative  bonds  from 
the  euro-zone  at  various 
points  of  the  credit  curve. 

With  the  birth  of  the  new 
currency,  the  Euro  Prices 
page  remains  the  primary 
focus  of  our  euro  statistics, 
but  it  has  been  extensively 
updated.  The  synthetic  euro 
has  been  replaced  by  a table 


of  real  spot  and  forward  euro 
prices  and  transitional  bond 
data  has  been  replaced  by  a 
new  table  of  benchmark 
euro-zone  issues. 

But  the  euro  has  meant 
changes.  large  and  small,  on 
many  other  statistical  pages 
of  the  FT.  In  many  tables  the 
euro  has  taken  the  {dace  of 
“legacy  currencies"  - the 
©-Mark,  French  franc  etc  - 
and  in  others  it  takes  the 
place  of  the  ecu. 

Some  of  our  changes  are 
conditional.  For  example,  in 
the  derivatives  field,  some 
contracts  In  legacy  curren- 
cies will  continue  until  it  is 
certain  which  will  be  the 
successful  successor  euro 
contracts. 


EQUITIES 


Figures  reflect  trade  in  euro-zone 


The  coming  of  the  euro 
means  that  from  the  start  of 
this  year  the  share  prices  of 
companies  in  Emu  countries 
are  quoted  in  euros  and  the 
euro-zone  becomes  a single 
investment  area. 

This  is  having  a profound 
impact  on  investor  percep- 
tions. Fund  managers  are 
switching  tbeir  focus  from 
allocating  assets  to  particu- 
lar European  countries  to 
allocating  them  by  industrial 
sector  across  Europe. 

The  FT's  coverage  is 
designed  to  reflect  these 
trends.  On  the  Euro  Prices 
page  we  already  publish  the 


FTSE  Eurotop  series  of 
equity  indices,  which  are 
partly  owned  by  the  FT  and 
are  one  of  several  groups  of 
indices  battling  to  become 
the  European  benchmark. 

The  Eurotop  indices  divide 
the  investment  universe  by 
industrial  sectors.  Coinciden- 
tally, the  committee  which 
oversees  the  Indices  made 
some  substantial  changes  to 
these  categories  in  1998.  Far 
example,  the  consumer 
goods  and  services  sectors 
have  been  split  into  cyclical 
and  non-cyclical  categories. 

The  Euro  Prices  page  also 
includes  share  price  and 
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other  information  on  the  300 
stocks  which  make  up  the 
Eurotop  300  index.  Until 
now,  the  prices  for  these 
shares  have  been  quoted  in 
ecus,  but  from  the  start  of 
this  year  they  switch  to 
euros.  Their  industrial  clas- 


sifications have  also  been 
modified,  in  line  with  the 
year-end  committee  changes. 

On  the  World  Stock  Mar- 
kets prices  page,  we  have 
changed  our  European  list- 
ings to  create  a separate 
euro-zone  section  for  compa- 


nies Hnmir-iipfi  in  Emu  coun- 
tries. These  companies  are 
now  quoted  In  euros.  His- 
toric share,  price  data  have 
been  converted  to  euros  at 
the  fixed  rate  set  for  each 
country  on  December  31. 

However,  we  will  continue 
to  list  companies  on  this 
page  by  country  as  Investors 
will  still  attach  considerable 
weight  to  a group's  domicile. 
This  is  because  growth  rates, 
tax  regimes  and  political  fac- 
tors will  vary  across  the 
euro-zone,  and  many  large 
European  companies  are 
headquartered  outside  the 
Emu  area. 


CURRENCIES 


Real  thing  replaces 
the  synthetic  euro 


The  FT  will  publish  dally  a 
table  showing  the  spot 
(immediate  delivery)  and  for- 
ward (settlement  at  a future 
date)  values  for  the  euro 
against  more  than  30  or  the 
world's  main  traded  curren- 
cies. 

This  takes  the  place  of  the 
FT  Synthetic  Euro  table, 
which  we  began  publishing 
last  May  and  was  designed 
to  give  readers  a rough 
guide  to  the  likely  value  of 
the  euro. 

The  new  table  will  appear 
from  Mondays  to  Fridays  on 
the  Euro  Prices  page  and  on 
Saturdays  on  the  Currencies 
and  Money  page. 

It  has  a similar  design  to 
the  tables  already  published 
for  sterling  and  the  US 
dollar. 

Reading  left  to  right  it 
shows:  the  country  and  its 
currency;  its  closing  mid- 
point against  the  euro  - the 
mid-point  between  tbe  buy- 
ing and  selling  prices:  the 
change  on  the  previous  day’s 
price:  the  bid/offer  spread  - 
a representative  spread  on 
the  buying  and  selling  prices 
at  the  close;  and  the  highest 
and  lowest  prices  of  the  mid- 
price  during  the  day. 

The  columns  one  month, 
three  months  and  one  year 
cover  prices  on  contracts 
struck  for  settlement  that 
far  ahead,  or  the  prices 
implied  by  current  Interest 
rates. 

The  table  does  not  include 
socaDed  “legacy’  currencies" 
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- the  currencies  of  the  11 
members  of  the  euro-zone, 
which  are  now  simply 
national  sub-units  of  the 
euro,  with  fixed  values 
against  the  currency.  These 
fixed  values  will  be  shown 
daily  in  a footnote  to  the 
table. 

For  sterling,  which  is  often 
quoted  only  on  a “certain  for 
uncertain”  basis  against 
other  currencies  (so  many  S 
per  £)  we  are  following  the 
European  central  bankers' 
suggestion  in  this  table  and 
showing  the  euro  on  a "cer- 
tain for  uncertain"  basis  (so 
many  £ per  €). 

The  new  currency  has  also 
meant  revisions  to  the  data 
on  our  Currencies  and 
Money  page.  The  euro 


replaces  the  ecu  in  the 
Pound  Spot  and  Forward 
and  Dollar  Spot  and  Forward 
tables. 

However,  in  these  tables 
we  are  continuing  to  show 
values  for  the  legacy  curren- 
cies. This  is  because  during 
the  three-year  transition  to 
the  introduction  of  euro 
notes  and  coins,  many  Euro- 
peans will  continue  to  think 
in  these  currencies  and  will 
want  readily  available 
exchange  rates  for  them.  We 
will  also  continue  to  print  on 
Exchange  Cross-Rates  table, 
showing  the  euro  and  legacy^ 
currencies.  ; 

The  euro  replaces  the 
D-Mark  in  the  FT  Guide  to 
World  Currencies,  published 
on  Mondays. 


INTEREST  RATES 


BONDS 


Battle  of  the  benchmarks 


Seven  credit  categories  to  be  featured 


The  FT  will  be  showing 
several  new  interest  rates 
for  the  Euro  area.  Two  of 
them  - Euro  Libor  and  Euri- 
bor  are  battling  to  establish 
themselves  as  the  reference 
benchmark  for  financial 
transactions  in  the  euro- 
zone. 

Euro  Libor  is  the  succes- 
sor to  the  Ecu  Libor  rate 
determined  daily  by  the  Brit- 
ish Bankers'  Association, 
which  has  long  provided  the 


reference  rates  for  most 
floating  rate  dollar  and 
D-Mark  transactions. 

The  rate  is  based  on  daily 
quotes  from  16  international 
banks.  With  the  highest  and 
lowest  four  quotes  being 
eliminated. 

Eurlbor  is  a new  continen- 
tal challenger  to  Libor's 
supremacy  and  a number  or 
European  central  banks 
have  been  campaigning 
behind  the  scenes  for  its 


adoption  as  the  benchmark. 
Euribor  will  be  calculated 
from  a panel  of  57,  mostly 
European  banks,  with  insti- 
tutions from  every  Emu 
state  included. 

Within  the  euro-area,  Euri- 
bor will  in  most  cases  be  the 
designated  successor  to 
national  currency  price 
sources,  except  for  overnight 
rates,  which  will  be  replaced 
by  Eonla,  the  Euro  Over- 
night index  average. 


The  new  currency  is 
expected  to  lead  to  the  cre- 
ation of  a large  euro-zone 
bond  market  similar  to  that 
in  the  US.  As  in  America, 
bonds  in  this  market  will  be 
distinguished  primarily  by 
the  creditworthiness  of  each 
borrower. 

A new  FT  table,  Euro-Zone 
Bonds,  will  capture  tbe  most 
salient  features  of  this  mar- 
ket  It  will  list  broadly  repre- 


sentative bonds  in  seven 
main  credit  categories. 
These  comprise  three  gen- 
eral industrial  sectors  - util- 
ities, financials  and  industri- 
als - and  four  other 
categories:  High  yield,  which 
covers  bonds  which  do  not 
have  an  investment  grade 
credit  rating;  sovereigns, 
covering  issues  by  govern- 
ments; supra-nationals,  cov- 
ering, issues  by  supra-na- 


tional agencies;  and  German 
pfandbriefe. 

Pfandbriefe,  which  form 
one  of  the  largest  single  mar- 
kets in  the  euro-zone,  are 
hands  issued  by  mortgage 
and  public  sector  banks  and 
backed  by  mortgage  loans  or 
loans  to  the  public  sector. 
The  bonds  have  extremely 
high  credit  ratings  and  the 
market  is  expected  to  receive 
a big  boost  from  the  advent 


of  the  euro.  Under  each  cate- 
gory of  issue,  the  Euro-Zone 
Bonds  table  will  show,  from 
left  to  right:  name  of  issuer, 
redemption  date  of  bond  - 
when  it  matures  and  will  be 
repaid;  the  bond's  coupon  - 
the  nominal  rate  of  interest 
it  pays;  how  the  bond  is 
rated  by  Standard  & Poor's, 
the  credit  rating  agency;  the 
latest  bid  price  - a trader’s 
buying  price  - for  the  secu- 


rity; the  interest  yield  pay- 
able by  the  bond  at  the  bid 
price;  the  day's  change  In 
yield;  the  month's  change  in 
yield;  and  in  the  last  column 
the  spread,  or  differential, 
between  the  yield  on  the 
bond  and  the  yield  on  the 
benchmark  Government 
euro-denomlnated  bond.  The., 
euro  also  means  significant 
changes  on  the  International ' 
Capital  Markets  page. 


Changes  to  Fortis  AMEV  shares 
and  depositary  receipts  for  shares 


Further  to  the  alteration  of  the  Articles  of  Association  approved  by  tbe 
Extraordinary  General  Meeting  of  Shareholders  of  Fortis  AMEV  held  on 
4 December  1998  and  effective  as  from  l January  1999,  the  undersigned 
announce  that  the  administration  of  ordinary  Fortis  AMEV  shares  has  been 
terminated.  In  accordance  with  the  provisions  of  article  10  of  the  trust 
conditions,  the  trust  conditions  will  remain  in  effect  until  1 1 January  2001. 

Pursuant  to  the  aforementioned  alteration  of  the  Articles  of  Association;  the 
name  of  die  company  has  been  changed  to  Fords  {NLJ  N.V  and  - wi  th  effect 
from  I i January  1999  - (he  existing  NLG  1 .00  shares  will  be  split  into  two 
ordinary  shares  with  a nominal  value  of  NLG  0.50jiach-  On  account  of  the . . 
introduction  of  the  euro,  the  nominal  value  of  the  shares  will  be  expressed  in 
euro,  also  with  effect  from  1 1 January  1999,  and  amount  to  euro  0.24. 

The  necessary  upward  rounding  of  the  nominal  value  will  be  effected  by  means 
of  a contribution  from  the  tax-free  share  premium  reserve. 

Registered  shareholders  will  receive  separate  notification  from  the  company,  . 

Holders  of  depositary  receipts  for  shares  arc  invited  to  tender  their  depositary 
receipts  from  1 1 January  1999  to  N.V.  Algemeen  Nederlands  Trustkantoor  ANT, 
Hcrengracht  420, 1017  BZ  AMSTERDAM.  CF-custodian  code  225b,  for 
conversion  into  ordinary  shares,  whereby  two  ordinary  euro  0.24  shares  will  be 
issued  for  each  depositary  receipt.  The  ordinary  shares  will  be  available  in  CF 
form  only  in  denominations  of  1. 10,  100,  1,000  and  100,000  euro  0.24  shores. 
The  depositary  receipts  tendered  should  be  ordered  in  accordance  with  the  list 
of  numbers  appended  to  the  securities.  Holders  of  depositary  receipts  for  shares 
may  tender  their  receipts  for  further  exchange  to  Barclays  Bank  PLC, 

8.  Angel  Court.  Throgmorton  Street,  London  EC2R  7HT. 

The  AEX  Effect en be urs  N.V.  (Amsterdam  Stock  Exchange)  has  been  requested 
to  list  the  new  shares  with  effect  from  1 1 January  1 999. 

For  the  conversion  to  be  effected  free  of  commission  for  die  holders  of 
depositary  receipts,  up  to  and  including  26  February  1 999,  seatholdcns  on 
Amsterdam  Exchanges  N.V  will  be  paid  commission  in  accordance  with 
circular  90-56,  amounting  to  NLG  1 .42  per  depositary  receipt,  regardless  of 
the  denomination,  plus  the  charge  for  notifying  clients. 

Utrecht,  4 January  1999 

Fortis  (NL)N.V 

Stichting  Administratiekantoor  van  aandelen  Fortis  AMEV 

In  the  Extraordinary  General  Meeting  of  Shareholders  of  Fortis  AG,  held  on  4 December  1998. 
it  was  decided  to  change  the  name  of  the  company  as  from  1 January  1999  to  Fortis  (B)  N.V 
and.  with  effect  from  1 1 January  1999,  to  split  each  existing  ordinary  share  into  nine  ordinary 
shares.  Fortis  AG  will  publish  a separate  advertisement  about  these  changes. 
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Solid  partners,  flexible  solutions 
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The  Financial  Times  Guide  To 

THE  FTSE  EUROTOP  300 

To  be  published  in  March  1999 
The  Financial  Times  Guide  to  THE  FTSE  EUROTOP  300 
will  be  the  definitive  guide  to  Europe’s  corporate  giants. 


The  book  contains  independent  analysis  of  Europe’s  leading 
companies  and  in-depth  data  on  all  the  Eurotop  300  constituents,  i 
making  it  a vital  companion  for  anyone  with  a stake  j 

in  Europe’s  changing  corporate  landscape.  I 

To  reserve  your  copy  at  £35  plus  p&p  Telephone:  +44  171 538  1164 
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European  stock  markets 
roared  ahead  in  celebration 
of  the  euro  yesterday  as  the 
currency  rose  sharply 

agvnst  the  us  dollar  in 
early  trading.  It  was  also  the 
first  day  of  the  first  phase  of 
the  proposed  pan-European 
equity  market  alliance 
between  the  London  and 

nsEEbtocipo  : - 

Index 


Frankfurt  stock  exchanges, 
although  dealers  said  it  had 
little  noticeable  effect 

Appropriately,  the  core 
German  and  French  markets 
led  the  share  price  surge  and 
others  followed  suit,  but  UK 
shares,  not  invited  to  the 
party,  were  subdued. 

Analysts  noted  that  inves- 
tors who  held  back  from  the 
markets  in  the  last  days  of 
1998  were  moving  gingerly 
back  in,  although  some  cau- 


tioned the  euphoria  could  be 
short-lived  as  the  focus 
turned  to  Europe's  immedi- 
ate economic  prospects  and 
their  impact  on  corporate 

Mriiings 

The  FTSE  Ebloc  index  of 
the  euro-zone’s  top  100  com- 
panies rose  5L66  or  5.17  per 
cent  to  1,081.61,  while 
broader -indices  reflected  the 
UK's  relative  weakness.  The 
FTSE  Eurotop  index  of  pan- 
European  companies  rose 


32.07  or  2.71  per  cent  to 
1,214.04,  while  the  FTSE 
Enrotop  ZOO  index  rose  BSL54 
or  3.03  per  cent  to  2^04.15. 

One  of  the  star  performers 
was  the  telecommunications 
sector,  which  rose  6.5  per 
cent  Analysts  said  a combi- 
nation of  possible-  increases 
in  interconnection  fees  for 
Deutsche  Telekom,  a desire 
among  investors  to  increase 
their  weighting  to  the  sector, 
and  the  wave  of  US  telecoms 
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mergers  the  . latest  being 
Bell  Atlantic  and  AiiTouch 
pushed  European  telecoms 
shares  higher. 

Shares  in  the  German 
state  carrier  rose  €4.40  to 
€32j43,  providing  the  catalyst 
for  other  national  telecoms 
groups.  France  Telecom  rose 
€5.70  to  €73.30.  KPN  rose 
€5.70  to  €4&25,  and  Telef&n- 
ica  of  Spain  rose  €2.90  to 
€40.82. 

Banks  were  another  firm 
feature  on  the  view  that  the 
arrival  of  the  euro  would 
boost  the  sector’s  consolida- 
tion across  Europe.  The  big- 
gest gainers  were  stocks  con- 
sidered likely  candidates  for 
takeover  or  merger,  includ- 
ing Society  Gtoferale,  which 
gained  €12.20  to  €150. 

Automobiles  benefited 
from  the  boost  to  consumer 
confidence  the  euro  is  sup- 
posed to  bring.  The  sector 
rose  5.47  per  cent,  led  by 
Volkswagen,  up  €7.30  at 
€75J20.  and  BMW,  €48  higher 
at  €690.50. 
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WEUE  OBI  TOP  OF  THE  EURO. 

Close  to  the  growth  opportunities.  Eye-to-eye  with  one-of-a-kind  investments.  Weil-versed  'n  the  art  of  the 
European  deal.  BanJays  Capital  offers  companies  and  investors  opportunities  that  only  first-hand  information  and 
300  years  of  experience  can  spot 

Bandays  Capital  was  the  Top  Euroloan  Arranger  in  1996, 1997.  and  year  to  date.4  No  other  bank  has  financed  and 
arranged  more  syndications  in  the  Euroloan  market  than  Barclays  Capital.  Since  January  1998,  Barclays  Capital  has 
lead-managed  119  bond  issues  totalling  US$30.83  bilSon.  including  13  EURO  deals  worth  more  than  €4.23  billion. 

With  assets  of  US$416  billion,  capital  resources  exceeding  US$19  billion,  our  AA  credit  rating,**  and  an  Insider's 
knowledge  of  tfie  European  markets,  Barclays  Capital  is  positioned  to  devise  and  execute  focused  integrated 
solutions  for  its  dients. 
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S&P  cuts 
NTT  debt 


Stability  the  watchword  in  Europe 


B^H^KMNDS 

By  RahcM  Jacob  and  Edward 
Luce  in  London  and  John 
Labate  m New  York 


Stability  and  caution  were 
the  watchwords  for  govern- 
ment bond  markets  in 
Europe  on  the  first  full  day 
of  trading  since  the  euro  was 
launched  last  Friday. 
Volumes  in  all  leading 

government  bond  markets 
were  low  and  traders 

reported  little  in  the  way 

of  capital  flows  from  large 
investors  in  Japan  and 
the  US. 

Turnover  on  leading  deriv- 
atives contracts  was  even 
lower:  The  London  Interna- 


tional Financial  Futures  and 
Options  Exchange  reported 
no  trading  in  its  five-year 
and  10-year  euro  swaps 
futures,  the  so-called  Ubor- 
FinancedBonds. 

According  to  the  Interna- 
tional Securities  Markets 
Association  there  was  a total 
of  2,630  euro-denominated 
trades  worth  €S4.Sbn 

reported  through  its  Drax 
trade  matching  and  report- 
ing system  yesterday,  a rela- 
tively low  figure. 

However,  economists 
expect  activity  in  all  euro- 
denominated  markets  to 
pick  up  in  the  next  few  days. 

“There  is  going  to  be  quite 
a lot  of  volatility  between 
the  spreads  of  the  leading 


euro-zone  bonds  as  European 
Investors  start  to  push  their 
money  outside  of  their 
domestic  markets,"  said  Ifty 
Islam  at  Deutsche  Bank  in 
London. 

in  spite  of  thin  trading, 
government  bond  prices 
nudged  higher  in  most  mar- 
kets. helped  by  weak  eco- 
nomic data  out  of  Italy  and 

Germany. 

“It  all  adds  up  to  scope  for 
further  interest  rates  cuts  in 
euroland  ” said  Andrew 
Bevan,  senior  bond  econo- 
mist with  Goldman  Sachs. 

The  new  data,  coupled 
with  the  euro's  initial 
strength  on  the  foreign 
exchange  market,  increased 
hopes  that  the  European 


Central  Bank  will  cut  Inter- 
est rates  at  its  next  meeting 
this  week.  Ten-year  German 
bunds  rose  more  than  a 
point  in  the  futures  market 
to  a record  117.03. 

"As  markets  recognise 
that  the  euro  is  finally  here, 
that  will  mean  greater  flows 
into  European  assets  in  the 
next  few  days.  ‘Europhoria' 
win  continue,”  said  Morgan 
Stanley's  Ravi  BulchandanL 

In  the  UK,  a purchasing 
managers  survey  suggested 
the  downturn  in  the  manu- 
facturing sector  may  be  flat- 
tening out  but  the  gilts  mar- 
ket appears  to  have  factored 
in  a rate  cut  this  Thursday 
when  the  Bank  of  England 
next  meets. 


Ten-year  UK  guts  rose  0.56 
to  close  at  119.61  in  London. 
“If  there  is  no  rate  cut  tins 
week,  that  would  be  a sur- 
prise.” said  Bulchandani. 

US  Treasury  prices  had 
plunged  by  early  afternoon 
as  the  dollar  weakened 
against  the  yen  and  stocks 
on  Wall  Street  rallied 
throughout  -the  morning  ses- 
sion. The  30-year  Treasury 
bond  had  lost  1£  by  midday 
to  1014,  sending  the  yield  up 
to  5.165  per  cent. 

“There's  certainly  pres- 
sure on  the  doHar/yen  [rate] 
cm  repatriation  of  funds  in 
Japan,”  said  David  Ging. 
market  strategist  at  Donald- 
son, Lufkin  & Jenrette  in 
New  York. 


Flurry  of  mainly 
small  offerings 

ucur  icciicc  395  basis  points  over  the  rel- 

evant  bund. 

By  Khozem  Merchant  Pfandbriefe  - bonds  issued 

to  refinance  domestic 

A Hurry  of  mostly  small  mortgages  or  public  projects 
issues  marked  the  first  day's  - are  structured  towards  the 
trading  in  the  unified  euro  German  market, 
zone  capital  market  but  The  prize,  therefore,  for 
euro-denominated  Issuance  the  international  euro  issue 
was  modest  ahead  of  the  of  the  day  went  to  DSL,  a 
forecast  deluge  next  week.  German  public-sector  bank. 
However,  there  was  a raft  which  issued  a €5 00m 
of  bonds  in  a wide  variety  of  add-on  to  a five-year 
other  currencies.  €lbn  bond  launched  in 

The  World  Bank  launched  December, 
a $ibn  bond  likely  to  be  DSL  also  issued  a five-year 
priced  today  at  52  basis  5500m  bond  priced  at  65 
points  over  the  relevant  10-  basis  points  over  the  five- 
year  US  Treasury.  It  also  year  US  Treasury, 
issued  small  bonds  in  the  LBW  Capital  Markets 
South  African  rand,  the  made  its  debut  with  a JSOOm 
Czech  koruna  and  the  euro,  five-year  bond,,  attracting 
The  market  also  saw  issu-  Swiss,  German  and  UK 
ance  in  Greek  drachma,  and  investors. 

New  Zealand.  Canadian  and  LBW  is  the  result  of  the 
Australian  dollars.  merger  last  weekend  of  three 

The  biggest  euro  bond  was  triple- A rated  Landesbanks. 
issued  by  AUgemeine  The  bond,  priced  at  67  basis 
H ypotbeke nbank,  a German  points  over  the  five-year  US 
public-sector  bank,  which  Treasury,  was  the  first  issue 
launched  a 10-year  €2.5bn  under  LBWs  €20bn  medium- 
pfandbriefe  bond  priced  at  term  notes  programme. 
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New  international  bond*  issues 
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rating 
to  AA+ 

By  Khwem  Merchant 


Standard  & Poor’s,  the  US 
credit  agency,  yesterday 
downgraded  the  credit  rating 
of  Nippon  Telegraph  and 
Telephone,  the  second  larg- 
est telecommunications  com- 
pany in  the  world- 

S&P  lowered  NTT’s  rating 
from  AAA  to  AA+.  a blow  to 
Japan’s  largest  telecoms 
company.  It  also  removed 
the  rating  from  CreditWatch. 

The  move  follows  S&P’s 
downgrading  of  nine  leading 
Japanese  banks  last  month 
and  is  the  latest  indication 
of  difficulties  in  Japan's 
recession-hit  economy. 

However,  S&P  has  resisted 
following  its  rival  Moody’s 
Investors  Service  in  down- 
grading Japan's  sovereign 
rating.  In  November, 
Moody's  downgraded  Japan's 
foreign  currency  and  yen 
debt  to  Aal,  one  notch  below 
the  Aaa  status  it  has  enjoyed 
in  recent  years.  Most  OECD 
countries  are  rated  Aaa. 

NTT’s  downgrading  fol- 
lows the  successful  stock 
market  listing  in  October  of 
Its  subsidiary  NTT  DoCoMo. 
Japan's  biggest  cellular 
phone  company.  The  initial 
public  offering  totalled 
$i8.4bn.  the  largest  capital- 
raising exercise  of  its  kind. 

S&P  downgraded  NTT 
because  of  the  “increasing 
strain  an  its  operating  and 
flttanrifll  performance  under 
difficult  economic  conditions 
and  mounting  competition”. 

NTT  faces  a slowdown  in 
earnings  from  fixed-Une  tele- 
coms, its  biggest  business 
area,  because  of  the  demand 
for  cellular  phones  since  lib- 
eralisation. More  than  half 
Japan's  population  of  125m 
are  expected  to  own  a hand- 
set by  2005. 

NTT  is  likely  to  face  stiffer 
competition  as  deregulation 
opens  up  the  market 


JGB  yields 
soar  on 


By  Naoko  Nakamae  ki  Tokyo 

Japanese  government  bond 
yields  have  surged  amid  the 

increasing  likelihood  oF 

severe  mismatch  in  supply 
and  demand.  Last  week,  the 
yield  on ‘the  10-vear  bench- 
mark band  closed  the  war  at 
2.01  per  cent  - the  first  time 
It  had  exceeded  2 per  cent  in 
more  than  15  months. 

Yesterday,  it  ended  the 
first  trading  day  of  1999  little 
changed,  issue  rising  just 
0.02  basis  points  to  1.99  per 
cent.  This  was  almost  triple 
last  September  s all-time  low 
of  0.67  per  cent. 

Yields  have  soared 
recently  amid  fears  of  mas- 
sive oversupply.  Market  con- 
cerns rose  when  it  emerged 
that  there  would  be  record 
issuance  this  year  to  finance 
the  YBUBObn  budget  as  the 
government  tries  to  repair 
tbe  economy. 

“[Yesterday's]  trading  was 
a great  reflection  of  what  is 
happening  in  the  market 
right  now."  said  Atsushi 
Mizuno,  chief  fixed-income 
strategist  at  Deutsche  Secu- 
rities in  Tokyo.  “The  tum- 
bling stock  market  Initially 
led  to  a JGB  rally,  but  at  the 
end  of  the  session,  yields  had 
barely  fallen.  It  shows  just 
how  bad  the  environment  for 
JGBs  is  at  the  moment. 

“But  it's  also  a good  reflec- 
tion of  what's  happening  in 
the  economy.  JGBs  fell 
towards  the  end  of  trading 
because  a lot  of  banks  were 
taking  profits  on  the  slight 
rise  in  prices.” 

Japanese  hanks  bold  an 
estimated  Y15.000bn  of  JGBs. 
which  generated  large  gains 
in  the  first  half  of  fiscal  1998. 
accounting  for  more  than  a 
quarter  of  the  sector's  oper- 
ating profits  in  the  period. 


"But  the  recent  fall  lq 
bond  prices  has  hit  on*'of: 
their  few  profitable  portfo- 
lios while  they  are  under 
pressure  to  raise  money.  Tbe  . 
Financial  Supervisory  Agen- 
cy's recent  audit  of  the 
major  banks  has  resulted  in 
their  having  to  increase 
problem  kvm  reserves.  And 
with  year-end  results  just . 
around  the  corner,  many 
can’t  afford  to  risk  bond 
prices  falling  further,  so  j 
they’re  likely  to  sell  on  any  ' 
upswing.”  Mr  Mizuno  added. 

Long-term  interest  rates 
have  fallen  over  the  past 
four  years  to  a record  low  eff 
03  per  cent  last  September. 
However.  JGB  yields  shot  up 
in  late  1999,  as  government 
attempts  to  stimulate  a flag- 
ging economy  led  to  a larger- 
than-expected  budget  deficit. 

Concern  mounted  when 
investors  realised  public 
Institutions  might  reduce 
their  investments.  In  partic- 
ular. the  Trust  Fund  Bureau, 
a state  institution  that  man- 
ages money  collected  by  the 
state-owned  postal  savings 
system,  hod  helped  ease  the 
national  debt  by  using  its 
Y400.000bn  of  funds  to  buy 
government  bonds.  But  late  \ 
last  year,  ministers  sente 
prices  tumbling  again  when 
they  said  the  TFB  would 
halt  outright  purchases  of 
domestic  government  bonds. 

The  statement  followed 
earlier  indications  by  the 
Ministry  of  Finance  that 
public  institutions  would 
acquire  only  about  15  per 
cent  of  the  Y70.000bn  of  JGB 
issues  planned  in  1999-2000. 

JGBs  suffered  a further 
blow  when  Masaru  Havami. 
Bank  of  Japan  governor, 
said  it  was  “not  natural”  for 
the  central  bank  to  be  hold- 
ing Y&O.OOObn  of  them. 


BENCHMARK  GOVERNMENT  BONDS 
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DS 

OMB 

4 5® 

M 8125 

4*1 

_ 

-air 

♦*13 

-126 

ua/m 

5250 

10250® 

4J64 

+001 

-017 

+016 

-157 

DS.UB 

56M 

10688,-5 

473 

- 

-021 

+*cc 

-1*9 

oats 

55® 

1048125 

5 IB 

- 

-au 

+D06 

-146 

lm»  Cbang. - tow  lofc  MW  naenrtw  Oaa^T  nfanraftn 

VfcUx  loot  lend  s&nuaAnufcnl  ihu  ms  tews  anon  In  tofr  ottitt  WWrtTj  tn  a 115  per 
art  a***  by  imb/mbm 


10  YEAR  BENCHMARK  SPREADS 


Dec  31 

M 

VKM 

Sproari 

as 

Eoraa 

Spread 

«s 

T-Bonds 

Bid 

Yted 

Spread 

*3 

Emta 

5nal 

w 

T-Bonda 

dustnfia 

5® 

+t.l0 

+4/38 

WteeflaniB 

187 

+0*4 

-OfiB 

Austria 

4.14 

*021 

-051 

NedZutM 

5.48 

+1.55 

+*83 

Bogun 

4.12 

+019 

-OS3 

Honray 

5 32 

+153 

+0  67 

Cana® 

4*9 

+096 

+0*4 

Plrtugri 

4 12 

♦0.19 

-053 

DenrruK 

4.19 

+*26 

-4L46 

Spain 

4.11 

+0.18 

-054 

Roland 

4*4 

+Q11 

-*61 

Sweden 

4.17 

+0*4 

-048 

Franca 

19T 

-0*2 

-0.74 

SMtartenri 

SAS 

-1A8 

-220 

Gamany 

3*5 

♦003 

-*70 

UK 

4.36 

+*43 

-029 

Greed! 

6*9 

+274 

US 

4*5 

+0.72 

- 

ketmd 

4*4 

+*11 

-0*1 

Sane  knaartw  tta&TT  tWynvem 

niy 

4*0 

+0*7 

-0.55 

Lmtei  etEWg  * Dm  Yrat  ctasng 

■tocan 

201 

-1  92 

-2*4 

Macteal 

urea 

EMERGING  MARKET  BONDS 

Days 

Mil's 

Sprd 

Red 

S&P 

Bid 

BU 

chge 

th® 

n 

DOC  31 

dale  Cnupn 

TMtog 

m» 

ytod 

yu 

T*d 

US 

■ EMOTE 

Creorta 

02/02 

7000 

B8B- 

94.9231 

BBS 

-0*8 

-157 

+455 

Priand 

07,04 

7.125 

B88- 

104*558 

6*9 

-0  03 

-0*7 

+1*7 

Rnssb 

out? 

10  000 

n/a 

23  *367 

46.89 

-0*8 

+4  79 

+42.® 

■ LATH  AMERICA 

firgenSna 

09/27 

9750 

BO 

9*6868 

10® 

-034 

-031 

*5.75 

BrazB 

05/27 

1*125 

88- 

67*9® 

1520 

-0*8 

*127 

+1*15 

0SU& 

11*00 

aa 

1022632 

10*3 

-0*8 

+002 

♦5  Si 

■ MU 

Own 

07/06 

7750 

BOB* 

1032676 

7.16 

-are 

-*01 

+259 

FNkepUKf 

1*16 

8750 

88+ 

94*065 

*44 

-0.08 

-0.14 

♦4.64 

TTaBnt 

04,07 

7750 

BBft- 

96.7341 

6.30 

-0*0 

-035 

+3.7* 

■ mooMnuLwsf 

LHHnm 

07/00 

1125 

B8- 

103  0908 

6J92 

-0® 

-*51 

+143 

South  Africa 

10CG 

*375 

B8+ 

95.9636 

*11 

-0*8 

-1® 

+454 

Tuteey 

09AJ7 

10.000 

B 

86.4018 

12-64 

-fl.08 

+1*6 

+0.04 

■ BRADY  BONDS 

Argerttra 

02/23 

5.7SJ 

B6 

T1*K0 

862 

-0*7 

*007 

+1.86 

Brat* 

D4714 

5000 

BB- 

596250 

13J9 

-070 

+1*8 

+023 

Mon 

1219 

6750 

SS 

77.5000 

858 

-0*5 

-0.14 

+171 

Wneruela 

03/20 

6.750 

B+ 

6*8750 

10.41 

-0.® 

-06 

+5  52 

BOND  FUTURES  AND  OPTIONS 
France 

■ mnowL  aiBO  bond  futures  s^tt)  eioo®o 

Open  Sdt  price  Change  Ugh  Low  Ed.  wL  Open  tat 
Mar  HUM  112.47  +*.97  112L68  111JM  17.452  83.098 


■ LOME  THW  HIM  BOHD  OPTIONS  {MATO} 


Strike 

Rice 

Feb 

— CALLS  — 
Mff 

Fab 

— pure  — 

Mar 

. 

709 

243 

262 

. 

*13 

n re 

- 

110 

1*0 

1*7 

- 

*29 

*57 

111 

093 

126 

- 

0.6Z 

0*5 

- 

112 

*47 

*79 

■ 

1.15 

1.48 

- 

Ea.  ut  wri.  Qrit  19  ftn  hb  tame  ar  t opes «.  da  nft  m an 

Germany 

■ lfimoMM.  sra/wt  ami  futures  pro  a/gamaa  iooob  qi  ioo% 

Open  SeHpnca  range  H&i  Low  Est  wf  Open  kit 
Mar  115.95  116410  *0X3  117.03  IIS®  243536  261,458 


■ BMC  FUTURES  OPIUMS  QJFH)  MB5Q.0Q0  potato  d 100% 


Stake 

Price 

Jan 

- CA11S  - 

Feb 

Mar 

Jan 

— POTS  — 
Feb 

Mar 

11550 

*37 

*78 

1*5 

0 

*41 

*68 

11000 

0 

052 

*79 

*13 

0*5 

*32 

11850 

0 

0*2 

058 

0*3 

*95 

121 

Ex.  HI  trial.  C*  0 Ate  0 Prawns  reft  open  kL  Cato  D Ptte  o 

■ BOTKMAt  GHttWH  MHO  {BOBIJ  FUTURES  (PTBj  DM2SQ.OOC  lOMBd  100% 

Open  SeHpnca  Change  Mgh  Low  EsL  m Ann  hL 
Mat  108.78  108®  +026  10920  10828  70941  165.118 


■ MOTWHfllLFBSkMP  FUTUBB  (UTO*  » 45ft  DM350 ®0  potato  at  100% 

Open  Sen  price  Change  Won  Low  Es.  vgl  Open  Id. 

Mar  101.74  +045  0 965 

■ ttmowa.  ira  swap  httubes  girg-  i&yr  4 dm25*doo  porea  ni  100% 

Open  Sett  price  Donne  Ugh  Low  Eat  ml  Open  tot 

Mar  102.35  *039  0 500 

Manm  ontfl  «■  open  urb  ^ ntt  prenooim 


Italy 

■ NOTBIHU.  ITAUAH  BOOT.  BOW  (BTP)  FUTURES  QJTq-  Ua  200m  10MB  Ol  100* 

Open  Sen  price  Change  Hgti  Low  Est  ml  Open  kt 
Ms  11358  114£6  +106  11420  11357  11702  39670 


■ itaiian  bow,  boot  png  futures  opiums  turg  ura20nm  ioobb  a ioo% 


Stake 

Price 

Feb 

CALLS  

uar 

Feb 

PUTS  — 

Mar 

11390 

057 

*79 

0*8 

0.® 

114® 

0J3 

055 

*64 

0*8 

11460 

0.17 

028 

0*8 

1.17 

EA  «(  na  ews  0 Pus  Q nzrian  day's  flfwn  W.  Cafli  0 Re  5000 

Spain 

■ NOMINAL  SPAB8H  BOW  FUTURES  (MEffl  tlOO.OOO 

Open  Senpries  Change  Hgn  Low  Eat  roL  Open  InL 
Mar  11750  11720  +0.83  118.17  117-41  12089  13240 


UK 

■ ntmomu.5  ysib  ebj  wtutb  nfrg  eipgom  looted  iooft 

Open  SeOprice  Q&nga  Mgh  Low  Eat  nl 

U*  10822  -128  0 

J » 10822  +0  0 

■ HOTIOMflt  la  GUT  RJTUBES  QJFQ-  CIOROOO  100P8  0<  100% 

Open  Dose  Change  Ugh  Lnw  Eat  ml 

Mar  119.70  11924  +056  11198  119.45  2TG95 

Jon  11924  +058  0 

" UFTE  Uwee  ano  eaM  <w  an. « Opes  raw  ipiiw  pnaku  m. 

■ mwa  gLT  Rjnffis  optiows  iuffs  Eioajoo  lootts  ni  100% 


State 

Price 

Jan 

- CALI*  - 
Feb 

MV 

Jan 

— pure 
Feb 

nno 

026 

UK 

1*9 

0 

0*0 

11860 

0 

*® 

1.12 

024 

14M 

11900 

0 

*60 

*95 

*74 

1*4 

Ea  trt  tet  Ms  453  Pus  12s  Ptertu  oft  open  InL  Crib  >136  taa  7344 


Open  ML 
76 
0 


Open  InL 
100765 
0 


Mar 

1.13 

1-3E 

128 


US 

■ IB  TREASUBT  BOHD  H1TWIES  (C8T>  3100200  32nds  rf  100% 


Open 

Latest 

Change 

Mp 

Low 

EaLvoL 

Open  InL 

Mar 

127-21 

127-23 

-0*2 

128-11 

127-1 a 

9*852 

588.791 

Jun 

127-17 

127-09 

-O-OI 

127-24 

127-07 

1*54 

13.135 

Sep 

- 

126-25 

- 

- 

- 

2*37 

5*73 

■ N0TVMAL  L0K6  TQM  JAFAMBE  GOVT.  BOND  FUTURES  flJFFQ  YtOOm  lOOOool  100% 


Open 

12821 


5efl|«fl  Change 

12879 

127.87 


12826 


Low 

12821 


Ett  wk  Open  int 
841  iva 

0 ta 


Ecu 

■ BIM  BOMB  HnwesgUOTl  €100.000 


Open 

i Set  price 

Qaiga 

Mgb 

Low 

Est  ml  Op®  tat 

Mar 

11250 

+2*8 

- 

- 

0 

250 

US  CORPORATE  BONDS 

Rad  SSP 

Bid 

BU 

Day's 

chge 

MOTS 

chge 

Sprd 

* 

Dec  31 

date 

Ctrepn 

Rating 

Ate 

*£U 

S« 

Hd 

Govts 

■ iriiiins 

PBc  Bel 

0702 

723 

M- 

10*257* 

526 

-*10 

-003 

♦072 

Iff  Tel 

08/25 

7*0 

A+ 

102*785 

650 

-053 

+023 

+1.72 

ORE 

osns 

a.® 

BBS 

115*923 

554 

-056 

-0.12 

+1.19 

■ HMKUtLS 

... 

- 

GECC 

05/07 

*75 

AAA 

121X215 

552 

-0*6 

-*.12 

+057 

Bmc  One 

05/112 

72S 

A 

1052118 

551 

-059 

+*18 

*1.07 

CHAHn 

0171 B 

*95 

A- 

B7J6359 

7.17 

-053 

-025 

+259 

■ NJOSTHALS 
WMXTecb 

IW» 

*25  686+ 

10*0478 

554 

-aia 

+0*8 

+150 

Wat  Mart 

05AE 

*75 

AA 

105*785 

458 

-059 

+052 

+044 

Dayton  Hud 

06/21 

9.70 

A- 

135*440 

852 

-ft® 

+058 

+1*4 

■ AfiHOES  . 
FHLMC 

D4AJ7 

7.14 

WA 

1125084 

525 

-*06 

-051 

+050 

SUM 

B3AW 

750 

W» 

1025818 

455 

-an 

-053 

+0*7 

FIMA 

02/18 

8*5 

WA 

1375185 

5.69 

-003 

+*22 

+051 

FFCB 

06AM 

*95 

MA 

1225806 

522 

-054 

+052 

+0*7 

■ WHTIBJI 
Stone  Cud 

am 

9*8 

„ 

10057® 

an 

AKS9 

12/01 

*13 

88- 

10450® 

0.® 

- 

- 

- 

Pacalta 

06/04 

1075 

B- 

U.OOOO 

0*0 

- 

- 

- 

inf  Kent  StertHd  4 BiWi  nangi  IWe  lon+ams  boM  Soke  HencOn  DwWFT  Hfanmlm 


US  INTEREST  RATES 


Latest  Treasury  Bfis  and  Bond  Vkkb 


71. 

6Hl 

One  null 



IWojaar 

— 4® 

■j 

II 

Two  unto  . 

™ 4*2 

Tlrw  year 

F«e  year — 

4® 

4*7 

Fm  hrrvk  . r_ 

FCrUunta  at  WwvmSon 

SP« 

Shiuonto- 

Ono  fa  _ 

459 

— 458 

HHew 

3*yaw 

4® 

5.13 

UK  BONDS 


INTERNATIONAL  BONDS 

03)  3 mots  so ma 


Ok  31 

11 

ram 

SAP 

Rating 

M 

pm 

BM 

yM 

ere* 

y*d 

■tog* 

|M 

* 

Gara 

■ EUROS 
SB 

04/07 

72® 

AAA 

1125578 

*29 

+002 

+0.® 

+*89 

ABN  Aram 

06AT7 

7.125 

AA- 

105.6933 

*23 

-051 

-*M 

♦1® 

Queba 

01107 

7.0TO 

fc+ 

1075408 

5.77 

-*01 

+056 

+1.17 

CHcorp  FfiN 

02/04 

5*12 

AA- 

955513 

*45 

-0.01 

+*(71 

+1*3 

M BK0  CS 
Baywl-St 

08/94 

9500 

AAA 

1195506 

528 

-a  92 

+*18 

Toronto  (MotJ 

05AM 

8509 

AA+ 

114.3207 

5 36 

-002 

+0.14 

+026 

Bed  Canada 

07/99 

10525 

A+ 

1025748 

*13 

-004 

-a® 

+127 

OeusdKBFWi 

09/02 

557b 

AA+ 

1015959 

5.38 

-052 

+*01 

+0*5 

■ EURO  £ 

m 

T2AJ7 

7525 

AAA 

117*750 

5.15 

-059 

+059 

Dreataer  BX 

12/07 

7750 

AA- 

111.50® 

6.04 

-0*3 

-0.38 

+1.® 

Wisb  Gao 

03AW 

7625 

A+ 

101.75® 

657 

+*30 

-010 

+058 

Abbey  Nat  FAN 

02/02 

7.1® 

AA 

100.1143 

4.71 

- 

-0.19 

+053 

■ BUBO  Oil 

SB 

01/06 

17® 

AAA 

102.9990 

3*7 

_ 

-0.04 

+1.02 

Brit  QHurntte 

02AE 

1250 

AA 

1035017 

1*8 

- 

- 

+0*0 

Uydro-OuBtac 

05/01 

*7® 

Ufa 

109.4001 

251 

- 

-056 

+156* 

Gen  Bart. 

wah 

1.711 

rva 

9*7967 

1.® 

-001 

-0/04 

+001 

■ EOHDItR 
BRD  (World  Bid 

03/92 

*2® 

AAA 

1135743 

a 91 

-0.01 

+0.40 

-0.18 

Spain  fftagdom) 

03AI2 

*7® 

AA 

11*0270 

0*8 

-0.01 

+0.41 

-an 

Cred  Faster 

08AH 

4 750 

A 

1115562 

156 

-052 

+*49 

+*47 

Katy  (Rap  to) 

arm 

*481 

AA 

10*0290 

*45 

-003 

+H7 

+056 

■ EURO  AJ 
BFD  fNnrM  HO 

D2AM 

85® 

AAA 

104*011 

5*9 

-052 

— O.ID 

+0*8 

Mw  SOi  Wales  Tr 

05AJG 

*500 

rVa 

1 0B.  1565 

5.47 

-052 

-051 

+*54 

S.  Aik  to  Rn 

96A13 

7.7® 

AA 

10*7478 

*48 

-005 

-*10 

+0.77 

6MAC  Aust 

05AJ1 

*0® 

nto 

1075725 

5.45 

-054 

+*ffl 

+*81 

UeWmclMBg.  Sane  ewacan  DrtWFT  ntomta 

SBbM  3 Wa  nitapt  Wfe  Leal  naM  WenOenMnAetf  eerie 


FTSE  Actuaries  Government  Securities  UK  Indices 


Prior  Indices 

Mon  Oafs 

tamed 

«iadl 

Tore 

Duration 

ft 

Mon 

ray's 

Accrued 

mat 

Total 

ft 

IK  Bits 

Jwi  4 chge  ft 

interest 

ytd 

fteturn 

Years 

Yield 

HU  l j 

iKtax-tnM 

Jin  4 

chge  ft 

tattrat 

Rd 

Rauni 

we«tt 

l Up  la  5 years  n® 

12041  052 

2.12 

050 

1106*9 

2*0 

454 

34® 

1 Up  u 5 yeara0 

22757 

051 

1.12 

*00 

118*20 

I5*s' 

2 5-10  man  ill) 

173*6  0*7 

2® 

*® 

1347*4 

S54 

4*5 

29.10 

2 Oner  5 yaws  IB) 

259.® 

0.16 

218 

0.® 

140298 

84.72 

3 10-15  yews  (7) 

18*87  0® 

258 

a® 

1478*8 

*78 

4® 

13.47 

3 5-15  ys*3(5) 

242.70 

*14 

1® 

0® 

130854 

43*8 

4 5-15  was  OH 

177*7  *43 

252 

a® 

1384® 

6*9 

4® 

42*7 

4 Duns  yean  (4) 

27356 

*17 

250 

0® 

148954 

41® 

5 Owr  15  yeas  |4) 

235*3  *49 

1.70 

DjQO 

160359 

11® 

4® 

TTM 

5 Al  stacks  (11) 

253.19 

0.13 

2® 

0® 

1372*9 

100® 

8 kiedawndtes  (4) 

334*1  124 

2*4 

0® 

1937.07 

23.74 

449 

*79 

7 Al  stacks  (44) 

168*9  *31 

2® 

a® 

1384.12 

7® 

4.40 

1®® 

— tafiatireOft  — 

— Mktai  5ft- 

Ytaid  kdea  Jan  4 

f 

£ 

€ 

YtaM  tadtoas 

Jan  4 

Dec  30 

Yr  ap 

Raaf  jWd 

Jan  4 

Dur  yre  Dec  ® Yr  aoo 

Jan  4 

Dur  yre  Dac  ® 

Yr  a® 

5 yre  4.43 

4*7  6*3 

Up  ta  5 yre 

2*2 

3.42 

252 

351 

255 

3.44 

205 

354 

Ova  5 yre 

2.12 

13.13 

2.14 

3*3 

1® 

13® 

1*4 

351 

5-15  yre 

217 

9*5 

118 

3*2 

1® 

9*0 

1® 

251 

Om  15  yra 

2.10 

16.72 

211 

3.1B 

1*4 

1852 

1® 

Com  BMOX  Mn  aft-inn.  Itor  lift  mi  MB  t Rd  |Wd.  To*  In  dm 

M Stocks 

2.16 

11.58 

217 

354 

1® 

11.71 

\M 

3® 

FT  Fixed  Interest  imflcas 

Jwi 4 Dec  30  Dee  a fleci4  Dec 73  Vrago  off  | mr 

Sort.  Secs.  (UR)  11845  11528  11553  11526  115 20  9323  115.62  9131 

O FT*a£  kioradmi  lad  1999  M rtpo  mu  ■ tor  1938/KL  GemwieM  Sioine  Ntfi  rinct  condemn 
lot  5«™«I  SKinhe  iVuks  u (tad  isaia  wa  SE  kMj  Mkes  nUBte  rare 


Jm4  Dec  30  DecZS  Dec  24  Dec  23  Yr  egg  HJf  LnW 

RriSit  filtered  15724  157.19  156.47  15841  156.47  116.07  157.10  11522  - 

40  lilMSh  let  CLiB  il/V7St-Fbtd  Mves  I6)b  riKa  ampeown  l5IJCISna«J.  bw  SQU  (Wfl'B  Basb 


UK  GILTS  PRICES 


Wes 


- VWU  - 

U M 


MceC  +or- 


_52mA  _ 

IV  Lew 


-1W4_ 

tei  MU 


awrer  (Um  reM  Pm'tmri) 

TnasBlsiKlBte 849  404  1KUBS  -0331 

TnearegUeress - - 1 000435  +2050 

Eid)  IZWpc  1999 1228  522  1014115  -JB30 

Twai  llPjpc  1398  — 10J1  5.46  1012143  -2870 

Hws»cl9M 528  527  1002979  -0184 

CawuHipelBn — — 823  524  1IR27Z3  -2489 


Pnret  +Bf-  Nidi 


low 


HMa 


..Ttoll- 
(ii  a 


PHc«£  *»- 


_52e 


Tnos  aljoc  2000 1 8 22 

QMteeTOOO BBS 

Ties  Hoc  Zm0— 112? 
Tim  Became — _ 727 
Tiaeflfii  8883*11—  - 

Trees  lOpc  2001 028 

Cob  9hpc2001 — * 829 
CUBSWcaiOl— & 874 

Trias  Tjc  2001 SG0 

Ewh12pc  1888-2 J 11.97 

QnlOpe&B f SB 

Tibs  Tpc  2002 — . — . 550 

CM  8121X2002 $ 825 

ImSkpcXIB 824 

ErdiBpcSOK $ 721 

CM  atpcZOU f 614 

iittettocton 701 

TIW1(BC2I»3.___  8.13 
Timb  134«g  a*»-4 .4 122D 


5-17  1033864 
5’7  1IK294 
5.10  1114ZS3 
427  1052113 
- 1002000 
4*7  1100875 
5241 102155a 
5JM  1115195 
4 70  1060282 
822  1002450 
459  1152730 
457  10752* 
423  1152020 
457  71B5HU 
«7B  1111830 
4.71  1197500 
444  114.1909 
450  1222980 
505  1127479 


-5275 

■am 
-0097 
-.0401 
+.1808 
+.109 
-JH35 
-*750 
-1734 
♦*112 
-0754 
-*014 
* 1076 
+ 2®B 
+JS27 
+*604 
-.1177 


102*3 

100*8 

10631 
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Euro  cruises  through  sedate  first  day 
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MARKETSREPORT 
By  Alan  Brattle 

■London's  fatigued  foreign 
exchange  foot  soldiers 
exhausted  from  converting 
their  computer  systems  over 
the  weekend,  were  able  to 
take  a breather  during  a sub- 
dued first  full  trading  day 
for  the  euro  yesterday. 

After  all  the  fear  of  turbu- 
lence and  systems  Failure  in 
the  early  dayB  of  the  euro's 
life,  the  new  currency 
showed  remarkable  sang- 
froid as  it  strengthened 
slightly  in  thin  markets. 

The  euro  gained  after 
some  initial  buying  interest 
in  the  Asian  session,  mainly 
from  Japanese  investors 
wanting  to  reweight  their 
portfolios. 

This  drove  it  up  towards 
the  $1.19  level  against  the 
dollar,  well  above  the  $1.16- 
$1.17  range  in  which  it 
opened.  But  it  drifted  down 
to  $1.18  at  the  beginning  of 
the  European  trading  ses- 


sion. 

The  new  currency  ended 
its  first  full  day  in  London  at 
$1,180  against  the  dollar. 
Given  where  the  D-Mark 
closed  against  the  dollar  on 
31  December,  this  implied  a 
rise  of  around  0.5  per  cent  on 
the  day.  Against  sterling,  the 
euro  closed  at  £0.711. 

“Depending  on  how  you 
look  at  it.  the  first  day  of 
trading  in  the  euro  was 
either  a smooth  trouble-free 
launch  or  a damp  squib," 
said  one  analyst  in  London. 

The  demand  for  the  euro 
in  early  trading  was  driven 
by  a portfolio  shift  into 
European  assets,  he  said. 

“But  there  wasn't  a huge 
volume  of  trade  done,”  he 
added.  “And  if  you  convert 
the  euro/d  oil  ar  movement 
back  into  do  liar /D-mark,  it 
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becomes  clear  that  the  price 
movement  wasn't  spectacu- 
lar either." 

N One  issue  which  appeared 
to  be  resolved  speedily  was 
the  question  of  how  the  euro 
would  be  quoted  against 
sterling, 

Traditionally  sterling  has 

always  been  quoted  as  the 
first  currency  in  any 
exchange  rate  pair,  hut  a 
majority  of  the  foreign 
exchange  market-makers 
decided  at  the  end  of  last 
year  to  push  for  the  rate  to 
be  quoted  in  pounds  per 
euro. 

Yesterday  this  seemed  to 
gain  favour  as  the  accepted 
market  convention,  with 
around  95  per  cent  of  Inter- 
bank trades  being  quoted 
this  way. 

NatWest  GFM.  who  made 
a virtue  of  offering  quotes 
both  ways  round,  said  yes- 
terday they  accepted  that 
the  “euro  first"  quotation 
would  become  the  market 
standard  in  the  inter-bank 
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market 

But  David  White,  head  of 
foreign  exchange  spot  trad- 
ers at  NatWest  GFM,  said 
that  they  would  continue  to 
quote  euros  per  pound  for 
their  many  customers  who 
demanded  it 

■ Sterling  softened  yester- 
day, though  market  analysts 
were  wary  of  drawing  too 
many  conclusions  that  this 


signalled  weakness  in  its 
future  life  as  the  near  neigh- 
bour of  the  euro. 

Analysts  said  that  various 
flows  out  of  sterling  pushed 
the  .currency  lower  in  thin 
markets. 

Some  said  that  there  were 
residual  sterling  sales  from 
the  Gen  arbitrage  deal. 

Some  pointed  to  possible 
effects  from  the  merger  of 
BP  and  Amoco  helping  to 
push  sterling  down  against 
the  dollar.  Index-tracking 
investment  funds  were 
thought  to  be  underweight 
in  BP.  they  said. 

Finding  it  hard  to  buy 
large  chunks  of  BP  equity  in 
the  UK.  they  discovered  it 
was  easier  to  buy  ADR  BP 

■ OTHER  CURRENCIES 
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Czech  Rp 49.2802  - 493478200940  - 297240 
tagvy  KIM  - 353039212050  - 213010 
kza  498000  - 497800  300000  ■ 3000.00 
KUM  04899  - 05006  00012  - 03015 
Pent  50477  - 52545  31B20-31SD 
Mud  5.7190  - 57294  14460  - 14510 

Runs  31.7852  - 354580200600  - 210600 
LIAE  00862  - 60981  36727  - 30731 


shares,  or  Amoco  shares,  in 
the  US. 

This,  together  with  yester- 
day's news  that  1CI  has  pul- 
led out  of  selling  its  Ticrdde 
business  to  DuPont,  meant 
that  capital  Bows  were  likely 
to  favour  the  dollar  versus 
sterling. 

At  the  end  of  London  trad- 
ing yesterday  the  pound  had 
fallen  to  $1,660  against  the 
dollar,  down  from  S1.6&1  on 
31  December. 

Meanwhile,  anecdotal  evi- 
dence of  a strong  perfor- 
mance by  the  UK  retail  sec- 
tor in  the  January  sales,  and 
another  marginally  less 
gloomy  business  survey,  per- 
suaded traders  in  the  short 
sterling  market  to  trim 
expectations  of  UK  interest 
rate  cuts  at  the  front  end. 

Contracts  expiring  in 

March  and  June  1999  settled 
down  on  the  day.  by  4 and  7 
basis  points  respectively. 
Implying  a greater  expecta- 
tion that  the  Bank  of 
England  will  hold  fire  on 
rate  cuts. 


| POUND  SPOT  FORWARD  AGAINST  THE  POUND 
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90800  90300 


1525  0.1  10247  01 

10085  -290  104875  -263 


11589 

842850 

62701 

27860 

08565 


64127 

165050 

185065 

50 

18429 

50 

177.7 

50 

1340 

&2S7B 

11078 

11218 

10 

31164 

10 

11132 

64 

880 

630549 

64.4244 

-87 

667985 

-87 

667058 

-80 

62059 

62275 

-63 

Kyaw 

-68 

60021 

-12 

. 

27340 

2744 

40 

2.7276 

40 

20869 

20 

. 

ft  7327 
1984.72 

90481 

-110 

100122 

-10.4 

1Q.7V7 

-100 

530063 

513084 

10 

532991 

00 

530936 

-64 

- 

590810 

861814 

-10 

66303 

-1.4 

610781 

-25 

- 

Josh 

MOqrtst 

MtoM 


Sul  Mb 

awn 

Scuta  Aria 
SouBi  Korea 
Titan 
Ttatand 


(Rbj  420588  +00625  550 

(taptata)  800000  +500000  000 

4.1321  -00280  257 

112045  -01550  620 

iiwnn  . ooo 

10838  -00082  829 

380500  -03500  000 

17508  -00002  505 

1.8599  +00000  590 

50780  -00040  773 

11B625  -102500  500 

(TE)  321500  -00675  250 

382000  -0.1350  500 


m 

m 

«os 


(Hen) 


IMigtiaB*  WO  I 


T m m par  * to  OK  M.  1 our  Ota  to  « tays* 

BUMto  ttHk  * m Mto  M Ml  m Irt  la  M a 
MB6=ioa  BH.  Mb.  m «H  OH  W toHri  MH  h m 
■MamiH n*  w ft.  - an  monr 
ito  tarn*  BU  pnm  a m am  h mo  Mu*  <■  n mom  a MMnmnm 


166 
470 
825 

ooo 

384 

870 
QQ0 
847 
000 
510 
807 

am 

750 
750 

an 

Da 

Mfcaiptoxs  UC.  I 

IMtfftlMKM* 


1.6340 

7.7470 

420750 

815000 

4.1628 

114.440 

30001 

10988 

38.7000 

17513 

10640 

50060 

119700 

322000 

37.1200 


10150 

72438 

424700 

755000 

30633 

111980 

30000 

10723 

314000 

iran 

10495 

50670 

uku» 

321150 

35.7500 

■atonal 

Mari  l bre  i 
a»dmd  to 


10151  00 

77473  -0.1 

427538  -50 

8225  -330 


00 

-13 


10125 
7753 
41175  -50 

88370  -310 


112155  52 


1110  40  107.495  40  1350 


10889  -20  10923  -10  10111  -14 

31854  -90  39.437  -82  421665  -14 

17558  -10  17681  -10  10123  -10 

10549  16  1.6474  30  10254  21 

50393  -123  10468  -11.4  60313  -11.1 

1215  00  3119  -05  3242  -08  - 

36295  -II  3842  -24  3725  -29  - 

■on  a t*u  «n  a M3  UKCa  ■ fcnu  <*  m m at  atm  m 
t aart  Ilfam  TP  Itagn  mM  Mas  [fee  31-  Bn  non 
i HE  MHEUES  4cm  CUEOfi  SPOT  «d  UnuflD  BUIE  Rnkxt.  Sob 


27 


10218 

02 

749 

1206 

-216 

1D5.9 

10018 

69 

7o2 

70585 

-14 

460325 

-87 

9950 

-24.4 

. 

WORLD.  ■ INTEREST  RATES 


MONEY  RATES 

Jm  4 Dm 

agio 

Ong 

enroll 

Time 

mho 

Sh 

mh 

On 

yen 

LBOBl 

nr. 

DM 

m 

Repo 

irt 

Euro-zone 

3 k 

3’j 

3s 

3to 

1 - 

300 

100 

SMAntad 

u 

14| 

i; 

1E 

- 

1.D0 

“ 

US 

5 

41 

5 

«? 

5 

- 

400 

” 

lapwi 

rt 

n 

L 

5 

In 

- 

050 

■ $ UBOR  DBA  tantan 
iHttrtae*  FWbq 
US  OoHar  CDs 
Euro  Linksd  Ds 
SOB  Unkrt  Ds 
88A  Euro  Liw 
Euro  Eitatnr 
EOMA 


5 1 

Si 

Si 

Si 

- 

- 

“ 

4.BG 

4.84 

4.82 

4.85 

— 

— 

3rf 

3i 

3i 

- 

- 

3? 

3H 

3i 

- 

- 

“ 

3r 

3 i 

3i 

- 

- 

3V. 

3'i 

- 

- 

30 


Lncn  aaiua  wng  m tustai  a « BSA  laam  r*.  Bail  a lion 

da  am  or  vrem  b ns  manat  Hans  R&s  165  CDs.  tac  6 SCR  into  Dm*  M 


INTERNATIONAL  CURRENCY  RATES 

Three 


Short 

fens 


raa»s 

note 


One 

month 


Sh 

nonoa 


Euro 

Dxxh  Kroor 
Sising 

Sec  Fane 
Carton  Defer 
IS  Dob 

Yen 


Shod  tan  urn  arc  ol  (w  me  1C  Dan  and  Yet  oner.  n»  Up  mka 


■ THREE  ttOKTl)  PBOR  FUTURES  iHATfflPxB  InBrttM  (Art)  tab 


■ OME  MOTH  EUMMABK  HTTUBES  lUffET  0M3ni  ports  Ot  1«ra 


open  SeO  price  Change  Mgb 


■ THREE  UHfTH  EUROURA  FUTURES  ilffFET  LIDOOa  points  of  100% 


■ THREE  MMflH  EUBOTBi  RfTUBES  (UffO  TIOOm  potato  U 100% 


H(pi 


Open  Sett  pries  dutge 
Ms  99T9  +0.03 

Jun  9903  +001 

Sep  9925 

■ im  mans  USB  MM  M API 


THUS  MONTH  EURO  FUTURES  (UFFE)  Eailra  pUnb  al  TOOK 


Lew 


Est  WA 
0 
0 
0 


Open 


Jan 

JU) 

Sep 

Doc 


Sdlpnce  Change 

96.000  +0.010 

96085  +0.050 

96.995  -0050 

96725  -0220 


Mgh 


I EUROURA  OPnOHS  lUFFEj  UOOOra  pane  A TOOK 


One 


3; 

y.  - 3; 

- 3i 

3i-3i 

3S-M 

3i-3i 

j'-i  - a*s 

4; -33 

4:-s 

*4 -3E 

4J.-4 

44-31 

(T'i  - 6 

6^-6'. 

Si  " 6j- 

« 

a 

5J-5! 

Vi  - -> 

1>r  ■ ?« 

i:*ii 

15-15 

i£-ia 

5-1  - 5 

s:  -45 

5-:  -4r 

4£  - 45 

«6-4£ 

*3  • *8 

5'  j • 5>i 

5 - 4'-i 

5-:*4z 

5i-«5 

Si- 43 

5i-4fi 

t.  . t. 

!■  1 
* ’ L 

to  " * 

4-4 

5*5 

fi  * k 

1-  . u 

2:- ! 

2;  ■ u 

-14 

2c-ia 

34-21 

Open 

Sen  price 

Ctsnge 

HOP 

Lore 

EA  ill 

Opei  rt. 

KUf 

*85 

9605 

- 

96* 

9605 

50B7 

43370 

Jun 

9653 

96  M 

+001 

KBS 

9603 

20ft? 

06543 

■ THOSE  MOUTH  EUR0MARK  FUTURES  lUFTB"  OMlm  ports  Of  100% 

Open 

Set)  price 

Chafioe 

m 

Low 

EsL  n) 

Open  tt 

Jan 

96020 

95000 

+0010 

98020 

96.790 

1323 

22445 

Jun 

*050 

9G.9B5 

+0050 

96995 

96050 

42664 

391841 

5ep 

96975 

96995 

+6050 

97.005 

96370 

28832 

283377 

Dec 

9E6E0 

96.73 

+0060 

96.740 

96075 

18264 

205140 

U*  Est  rt  Open  H. 


Open 

Sell  pee 

Change 

Htfi 

Lm 

Est  rt 

Open  U. 

Mat 

BG0CO 

9C875 

+0  025 

96000 

96  860 

5201 

245035 

Jun 

96060 

96  985 

+0  045 

96990 

96  350 

668 

70835 

Sop 

96070 

96  095 

+0055 

97  000 

96070 

110 

42802 

Der 

96.730 

96  725 

+6080 

96730 

96730 

1 

41196 

■ THUS  MONTH  EURO  SWISS  FRANC  FUTURBt  ftJFTE)  SFrtm  ports  0) 

1IXJK 

Open 

Sec  price 

Changs 

Htfl 

UM 

Est  rt 

Open  kit 

Hat 

98  430 

98.410 

-8020 

98440 

98350 

7047 

63486 

Jin 

382* 

9ft  310 

-0010 

98310 

98250 

3471 

34211 

Sep 

98.180 

982* 

+0 

98700 

98150 

911 

19215 

Dec 

97.750 

97  B10 

+0 

97  800 

97  750 

24 

8723 

Open  tail 
rift 
oft 
nft 


Est  wl  Open  H. 


0 

2233 

1101 

686 


Strike 

- CAILS  - 

- PUTS  - 

Price 

MS 

Jm 

Sep 

tor 

Jun 

s* 

96875 

0.075 

8060 

97000 

0050 

8140 

8185 

8160  ' 

8175 

0715 

07125 

8020 

0755 

BinittLDPiatonn  hrtn  Oeft  qw>  M.  Cato  2BJ3  Pen  8578 


!** 

ji 

♦ w 

•rtf  - 
i.  -.>a» 

*9  . 


mm 


CROSS  RATES  AND  DERIVATIVES 


oui 

«■  .ifb  - 

mmr 

**■  "■* 

*** 


EXCHANGE  CROSS  RATES 


Jen  * 


Bft 


DMr 


ffr 


DM 


NKr 


Pfa 


Belgium* 

(Bfi) 

100 

18.47 

16.26 

4.848 

1.652 

4800 

5.463 

2134 

497.0 

4123 

2149 

4.002 

1762 

4.461 

2925 

ms 

2479 

Danmark 

IDKr) 

54.14 

10 

8804 

2625 

1.057 

2599 

2958 

1138 

269.1 

2233 

1272 

2187 

0954 

2415 

1384 

178.4 

1742 

France* 

(FFr) 

61J0 

1176 

10 

2982 

1701 

2952 

3360 

1330 

305.6 

253.7 

14.44 

2461 

1084 

2743 

1.799 

pn?n 

1325 

Gammy* 

(DM) 

20453 

3010 

3^54 

1 

0.403 

9900 

1.127 

4326 

1023 

8507 

4345 

0825 

0383 

0920 

0303 

6736 

0311 

Ireland* 

(£) 

51-22 

9.461 

8.329 

2483 

1 

2459 

2798 

1174 

2543 

2113 

1203 

2050 

0903 

27 fe 

1.498 

1683 

1770 

Italy* 

(U 

2083 

0385 

0339 

0.101 

0041 

100 

0.114 

0457 

1035 

8.593 

0489 

0083 

0037 

0093 

0.D61 

6364 

0052 

Nettertomta* 

(FO 

18-31 

1381 

2977 

0888 

0357 

8786 

1 

4317 

90.97 

7530 

4300 

0733 

0323 

0617 

0335 

6031 

0454 

Norway 

(NKr) 

45^7 

B.417 

7.410 

2209 

0890 

2187 

2489 

TO 

g?S5 

I860 

10.70 

1.824 

0303 

2033 

1733 

180.1 

1.130 

Portugal" 

(Es) 

2812 

1716 

3772 

0.976 

0393 

965.8 

1.099 

4.416 

100 

8298 

4.726 

0805 

0355 

0898 

0369 

8870 

0.489 

Spain* 

(Pta) 

2474 

4.478 

3J42 

1.17S 

0473 

1164 

1324 

5320 

1205 

100 

S8W5 

0870 

0427 

1082 

07DB 

7908 

0301 

Sweden 

(Start 

4257 

7064 

8923 

2064 

0831 

2044 

2326 

0343 

2113 

1753 

10 

1.7D4 

0750 

1399 

1745 

1403 

1055 

Swftrertand 

(SFr) 

2439 

4.615 

4.063 

1511 

0.488 

1199 

1365 

5.483 

1243 

1011 

5369 

1 

0.440 

1.115 

0731 

8232 

0619 

UK 

IQ 

56.74 

10.48 

9-2Z7 

2751 

1.100 

2724 

3.100 

1245 

2820 

234.0 

1033 

2271 

1 

2532 

1360 

1870 

1.407 

Canarin 

(CS) 

2242 

4.141 

3.645 

1.087 

0438 

1076 

1725 

4319 

1114 

9246 

5766 

0897 

0385 

1 

0656 

73.86 

0356 

USA 

n 

34.19 

8315 

5-559 

1058 

0667 

IB41 

1.B68 

7303 

1609 

141.0 

0031 

1368 

0302 

1325 

1 

1126 

0.B48 

Japan 

3835 

5.606 

4335 

1.472 

0593  . 

1457 

1.658 

6360 

1508 

1252 

7.129 

1715 

Q-*M5 

1354 

0388 

100 

0752 

Eure 

(Euro) 

4024 

7.451 

6060 

1356 

0788 

1936 

2204 

8052 

2003 

166.4 

1475 

1315 

0J11 

1300 

1.180 

1323 

1 

Drtn  mw.  tart  Fmc,  tonwsai  maa.  rt  Swrti  Rno1  pn  ift  Brigoi  Fine.  m.  Enik.  IM  rt  I 
■ MURK  FUTURES  (KM  OM  125.000  per  DM  . 


pa  108. 

■ JAPANESE  tHFUTOTESpra  Ygn  T20m  per  Yin  100 


f 

R Jw 

1 Sep 


Open 

lata 

Qtanp 

Ugh 

Low 

Est  rt 

Open  H. 

lk» 

Idea 

Change 

Hgh 

LOW 

EsL  rt 

Open  rt 

08029 

03050 

+00031 

0.6099 

06028 

12770 

99,647 

Mar 

P0O9S 

06918 

+0003* 

06950 

00857 

18.781 

88,757 

00080 

00081 

+0.0034 

00084 

03078 

60 

1782 

Jun 

- 

00610 

+00022 

00090 

- 

20 

4015 

03075 

- 

- 

18 

138 

Sep 

- 

03090 

- 

- 

- 

13 

1745 

■ SWISS  FHAHC  FUTURES  (IMS  SFr  125000  pw  SFr 


■ STHUJW  HJTURS  <IMH)  EB20OO  pv  £ 


Mai 

Jun 

Sip 


0.7335 

0.7400 


07340 

+00009 

0.7423 

07333 

3712 

2S049 

Mv 

13576  13522 

-00048  13880 

13510 

4348 

38014 

0.7401 

+00008 

07412 

07400 

1 

364 

Jun 

13500 

-00048 

13500 

5 

1707 

07463 

+00610 

07463 

- 

1 

321 

Sep 

13500 

-00040 

13500 

280 

230 

UK  INTEREST  RATES 


LONDON  MONEY  RATES 

Jm « Om-  7 d3T® 

mow  note 


EMS  EUROPEAN  CURRENCY  UNIT  RATES 

Jui  Euro  cea  Rata  Change  K+Mrom  % spread 


Euro  cea  Rata  Change 
rata  against  Eire  € on  dag 


cwl  rota 


Ota. 

kid. 


One 


Three  SN 
months  uionihi 


Ora 

TW 


ksslo*  Sfetog 
Suing  CDs 
Treasay  BBl 
B3A  BBS 

local  sWtaoritT  (tts 
Dtomri  Mart  dips 


Pn  - 2 


6*-6i 


5H  - B 

6*  - Bv. 

6i-6i 

5J-52 

»-  5ft 

6J-F4 

64  - 6H 

58-83 

5K  • 54 

. 

6i-5S 

5S*S 

■ 

- 

. 

B-5S 

59-5? 

5B-5S 

■ " 

-5>» 

F4  -6J 

Bi-a 

5fi  - 554 

5«  ■ W 

61  ■ 61 

■ 

* 

“ 

‘ 

per  can  tanm  Dec  TO  19GB 

Up  to  l 

1-3 

M 

6*9 

9-12 

morth 

raonXi 

raonta 

moans 

untaB 

3511  OB 
748038 


MON  ERM  MBmBS 
UK  . 0.653844 


327.15 

-2339 

-775 

779 

7.A501 

+000132 

-0.14 

000 

071110 

+OJU5645 

079 

-021 

nrtis.  Omadaas  ■ tonottg 

i irtattre  rtwigBL 

taep 

to  E»k  a tnaa  emge  (fenoa  1 1 

totaw  iHw  H «ert  him  rt  to  en«  hi  to  i niHqi  rt  to  B«aB  peBttai 

OMMa  rt  to  oraKrti  HU  am  too  n Eon  am*  m.  iMSt  SB*a  Mortal  ton  Efiu  ISO* 


60 


65 


62S 


Certs  m Tax  Cep.  (T1OO0OO)  4 

Can oITtaifcpL  urttr noiXMlOB «c  tamtangrtan torts Zpc.  UA._ 

Mm  M*»f  Ota  d tteom  01  Ott  31  &552pc  EC&D  tod  ran  bwn 

A ra*  sM  kv  peiW  Jai  M.  IM  H W 23  18W-  S«*« 

'»S H 4 UOI^ pt  Bamco  Brt  torn  Tisps  to  Ok  «88. 

■ nag  MONTH  8THBJN5  RinJRg  (UTO  fSOROaO  PCTT43  nl  100% 


k= 

7 Sep 
Dec 


seupnea  Change  Ugh  La» 

94.440  -0.040  94500  94.430 

84010  -0.070  94010  94.790 

94.920  -0.035  95020  9*000 

94.600  +O0K  94.640  94040 

94880  +OJH0  94020  94040 


Open 
94000 
94000 
94080 
94.580 

94  870 

Atn  ww  on  APT  Al  OpM  NP  »■  pwloui  M 
■ SHOW  SIBUM  0PTWHS  lUFfS  ESOUOOO  ^ 

Strike  — - — 

Pnco  Mar 

MZ30  0285 

B437S  0210 

neoin  0 140 

94625  0.095 

94790  0.065 

9M75  0JW 


Est  M 
28812 
32301 
20256 
12406 
6749 


625 


W Dec  31. 
poind  Dec  1, 


Opm  » 
I 84950 
170657 
1483S3 
131278 
114533 


■ PHLADELPMASE  £/5  OPTIONS  £31 250  (ten*  per  PDUK$ 


Strfee 

Mw 

1060 

107D 

1080 


Jan 

123 

083 

006 


CALLS 

Feb 

Mai 

Jan 

- PUTS  — 
ft* 

Mar 

109 

251 

178 

278 

285 

157 

206 

108 

231 

042 

174 

136 

- 

- 

- 

. Rw  dta'ciwn 

to.  Drt  5fl  Pt*  2017 

■ PBHAUBpiu  SE  D-HRMUS  OPTKJNS  DM62000  (S  per  DIN 


CALLS  ~ 
Jut 

Sto 

Mar 

nns  - 

Jut 

S*P 

0345 

0815 

0005 

0085 

0145 

0145 

0715 

D4G0 

OS35 

0700 

0150 

0-280 

0710 

0480 

0375 

QP«1 

0710 

0475 

tons  to" 

Oh  406871  fUl 

3SBH6 

State 

Price 

An. 

— CALLS 
Feb 

MV 

Jm 

— nns 
Feb 

hJBB 

078 

1.17 

1.45 

071 

031 

0300 

050 

069 

1.17 

051 

083 

0005 

079 

036 

094 

073 

i.n 

002 

101 

127 


Pmtaoa  Ctfm  M.  Crib  BMO  Pnw  doji  opm  to.  CHh  TIP  Pbb  SJUC 


■ THREE  MONTH  EURODOLLAR  PW  Slrt  Pflrtl  At  100% 


BASE  LENDING  RATES 


r>  . r 


Company  625 
ANcd  hah  Bank  (GB)  605 
•HtouyArtcMKtoa  625 
Bunco  BJtooVtcnya  6.25 
Bonk  q(  Cypiun  6:5 
BoMcilRrtnd  625 
* BtoftrtKAa 
m Bto*  of  sound  025 
Barctoys  Bank  625 
Ba&olMdEnM  60S 
•BHHiStoMy60)U>  U25 

CftbnnfcWA  60S 

OyxfcrtdaioBw*  60S 
Tho  Caopwaiwo  &NM125 
CouBB&Ca  O'25 
OfnetPODUtoOnnh  605 
OunemLwito  605 


£xdm  Tiusl  Umtod  T05 
Frt^iClonBank  800 
•Rabori  Rairtifl  6 Co  625 
Bank  AG  2unOi  60S 
Hertatrio  & Gen  taw  Efcfi05 
CHM106C0  625 
•SG  Hontoroo  Bw*  ITnes 
525 

Hongkong  & Shanghai  626 

hwotaC  Bonk  (UK1  Ud62fi 
jUtonHodgoBai*  62S 
«laopoMJosepn8Sois82S 
itadiBank  625 

MkflondBonk  605 

NaWearttauMr  60S 
•RsaBiouiere  625 
noyalBkWSattuid  625 

Sa*ohWU9WB»*6.75 


•Sig0lFtotn»125 
SnAhlWBOflwen  B2S 
Sun  Bar*  80S 

TSB  60S 

United  Bank  oilCuMfl.  625 
LHyTnrt  Bonk  Pic  625 
WMeansy  LoUrt  &2S 
verieeMeBank 


• uemoereol  London 
(nvodmen  Banking 
Azaocrtion 


open 

laU 

ntangg 

m 

LOW 

ESL  «l 

Open  H. 

9505 

9504 

-001 

9506 

9504 

17.115 

466779 

95.11 

9500 

- 

95.12 

0508 

10038 

403357 

95.1! 

95.10 

- 

9014 

9509 

12001 

362,150 

Mar 

An 

sep 
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Zinc  falls  to  lowest  for  more  than  five  years 


MARKETS  RgQRT 

By  Kmetti  Soodntg 
and  Paul  Sobnan 

On  the  London  Metal 
Exchange,  zinc  prices  fell  to 
their  lowest  level  for  5 VS 
years  as  investment  funds 
that  base  their  decisions  on 
chart  movements  sold 
heavily,  dealers  said. 


Zinc  for  delivery  in  three 
months  dropped  to  $918  a 
tonne  at  one  stage,  its  lowest 
since  October  1993,  before 
dosing  at  *922,  down  $U,  or 
1.1  per  cent 

Robin  Bhar,  analyst  at 
Brandeis  (Brokers),  said: 
“The  market  is  being  ruled 
by  the  funds  that  take  their 
cue  from  technicals.  The  fact 
that  it  did  not  recover  to  the 


important  $940  level  meant 
zinc  would  try  to  go  lower." 

Palladium’s  price  moved 
up  by  more  than  2 per  cent, 
or  *6.85  a troy  ounce,  to 
$341.50  by  the  dose  In  Lon- 
don following  an  Interfax 
report  that  Russia,  the  big- 
gest producer,  would  not 
begin  exporting  until  at  least 
the  end  of  January.  In  1997 
and  1998  bureaucratic  wran- 


Indian  fit  of  pique  puts  jute 
organisation  under  threat 

If  India  leaves  the  UN  body,  it  could  mean  curtains  for  the  IJO. 
Officials  are  poised  between  hope  and  despair,  says  Kuna!  Bose 


India,  the  world's  largest 
producer  of  jute,  is  leaving 
the  Dhaka-based  Interna- 
tional Jute  Organisation  in  a 
fit  of  pique.  Government  offi- 
cials say  India  is  quitting 
because  or  the  indifferent 
working  of  the  15-year-old 
UN  body,  but  the  reason  is 
the  country's  failure  to  get 
its  representative  elected  as 
executive  director. 

“India  is  wrongly  miffed,” 
says  one  senior  western  dip- 
lomat in  Dhaka.  “The  first 
two  executive  directors  of 
the  UO  were  from  India  and 
the  next  two  from  Bangla- 
desh. So  the  top  office  of  the 
organisation  has  so  far  been 
held  by  representatives  of 
jute  and  jute  goods  export- 
ing countries.  There  is  noth- 
ing wrong  if  the  importing 
countries  are  now  staking  a 
claim  to  the  office." 

"The  Bangladeshi  govern- 
ment withdrew  its  candidate 
in  favour  of  but  Tnttia 
lost  out  on  poor  lobbying,” 
according  to  a Bangladeshi 
industry  official.  “It  did  not 
put  up  a senior  enough  offi- 
cial for  the  post  either.  The 
importing  countries  took 
advantage  of  all  this.  They 
also  have  a strong  claim  to 
the  office." 

In  the  past  few  years,  the 
US,  Australia  and  Pakistan, 
all  importing  countries,  left 
the  IJO  because  they 
thought  the  organisation 


was  underperforming.  “But 
if  India,  which  has  nearly  50 
per  cent  of  the  world  jute 
production,  stays  out  of  the 
UO  it  could  mean  curtains 
for  the  organisation."  says  a 
senior  Bangladeshi  govern- 
ment official 

“Bangladesh’s  concern  is 
understandable  since  the 
IJO  is  the  only  world  body 
headquartered  in  Dhaka  and 
it  deals  with  a commodity  of 
strategic  significance  for  the 
country,"  he  adds. 

The  UO  officials  are 
poised  between  hope  and 
despair.  The  International 
Agreement  on  Jute  and  Jute 
Products,  the  provisions  of 
which  are  administered  by 
the  UO,  will  expire  in  April 
2000.  If  India  stays  away,  the 
other  members  may  not 
renew  the  agreement,  which 
will  finish  the  organisation. 

Henri  L.  Jason,  director 
and  officer  in  charge  of  the 
UO,  says:  “India  is  one  of 
the  promoter  members  of  the 
organisation  and  h««  been 
an  active  participant  in  all 
its  developmental  activities. 
There  may  be  family  prob- 
lems, but  these  need  to  be 
sorted  out  amicably.  I hope 
India  will  not  pull  the  rug 
from  under  the  UO." 

The  UO  Is  the  only  world 
forum  for  jute  and  its  vari- 
ous research  and  develop- 
ment programmes  are 
funded  by  the.  UN  Common 


ghng  held  up  exports  for  the 
first  six  months. 

In  contrast,  platinum 
closed  in  London  down  $120 
at  $363  an  ounce  after  South 
Africa’s  Anglo  American 
Platinum  Corporation,  the 
biggest  producer,  said  it  was 
close  to  settling  a 13-day 
strike  that  had  halted 
operations  at  Its  Lebowa 

mtw<» 


Meanwhile,  Brent  crude 
oil  broke  through  $11  a bar- 
rel yesterday,  with  traders 
suggesting  the  market  had 
been  boosted  by  increased 
demand  and  renewed  buying 
after  Christmas. 

Reports  that  Iraq  was 
increasing  its  oil  export  tar- 
get to  2m  barrels  a day  this 
month  appeared  to  have 
little  impact.  Iraq  exports 


about  1.8m  barrels  a day 
under  the  United  Nations, 
"oil  for  food"  programme, 
and  recent  tensions  between 
the  US  and  Baghdad  have 
not  interrupted  supplies. 

: In  late  trading  an  Lon- 
don’s International  Petro- 
leum Exchange,  the  bench- 
mark February  contract  was 
$10.94  a barrel  against  Fri- 
day's close  of  *10.53. 


.’CT't 


Fund  for  Commodities  and 
developed  countries. 

HR&D  and  transfer  of 
results  from  the  laboratory 
to  the  field  and  factories  are 
the  key  to  improving  the 
competitiveness  of  jute  vis  a 
vis  plastic  and  other  substi- 
tute commodities.  Develop- 
ment work  on  jute  will  be  a 
casualty  if  the  UO  goes 
under,"  says  an  Indian 
industry  official. 

“The  jute  industry  suf- 
fered decades  of  neglect," 
says  Mr  Jason.  “A  very  high 
level  of  overmanning  of  fac- 
tories is  one  of  its  many  ills. 
Value  addition  in  jute  is  low. 
The  TJO.  which  might  not 
have  produced  significant 
results,  has  supported  sev- 
eral R&D  projects,  now  ripe 
for  commercial  exploitation. 
We  are  an  R&D -oriented 
organisation  and  the  world 
jute  Industry  needs  us." 

If  India  stops  paying  its 
membership  fee,  the  other 
four  exporting  member  coun- 
tries - Bangladesh,  China, 
Thailand  and  Nepal  - will 
have  to  pick  up  the  tab. 

“We  are  hearing  murmurs 
Of  rtinmntpnt  as  India  malceg 
an  issue  of  not  being  able  to 
get  its  nominee  elected  to 
the  ED’s  office,"  says  an  IJO 
official.  “Thailand  does  not 
welcome  the  idea  of  paying 
an  extra  membership  fee.  It 
will  not  be  easy  to  get  an 
extra  allocation  for  jute  frpm 


Die  IJO  is  addressing  tin  problem  of  finding  a use  for  a surplus  of  jute  fibre  kr  non-tradtfoml  areas 


the  governments  of  member 
countries.  . Our  future 
remains  uncertain." 
RanglaripgTi  bag  CODie  tO  be 

“very  possessive"  of  the  UO. 
“Sheikh  Hasirta,  prim*  min, 
ister  Of  Rntigtorirah,  wields 
considerable  influent  with 
Delhi  and  we  hope  she  will 
attempt  to  keep  India  in  the 
UO.”  says  a Bangladeshi 
Industry  official. 

Meanwhile,  the  UO  is 
addressing  the  prob- 
lem of  finding  a use 
for  “the  surplus  lm  tonnes 
of  jute  fibre  in  non-tradi- 
tional  areas”,  says  R.  Man- 
dal,  senior  industry  officer  of 
the  UO. 

“Out  of  the  world  produc- 
tion of  a little  more  than  3m 
tonnes  of  raw  jute,  the  pack- 
ing of  food-grains  and  coffee 
and  cocoa  beans  and  wrap- 
ping of  a variety  of  materials 
take  care  of  2m  tonnes.  At 
the  UO.  we  are  confident 
that  as  our  R&D  results  are 


made  use  of  by  the  industry, 
enough  demand  win  be  cre- 
ated for  the  balance  of  lm 
tonnes  of  fibre,"  says  Mr 
Mgndal.  The  total  land 
under  jute  is  about  1.8m 
hectares.  Jute  has  to  com- 
pete for  land  with  rice,  cas- 
sava. sugar  and  vegetables. 

“The  farmers  will  not 
switch  over  to  other  crops  if 
inadequate  demand  does  not 
hold  down  raw  jute  prices,” 
says  Mr  MandaL  “Jute  has 
some  structural  deficiencies 
like  poor  stretchiness,  high. 
lignin  content  and  harrlnocg 
One  of  the  principal  objec- 
tives of  our  R&D  endeavours 
is  to  overcome  the  deficien- 
cies through  chpminal  treat- 
ment. A chemically  treated 
jute  fibre  will  find  many  new 
applications." 

Bangladesh,  which  does 
not  grow  any  cotton  but  has 
a thriving  garment  industry, 
is  eagerly  awaiting  the  com- 
mercialisation of  chemically 
treated  soft  jute  being 


blended  with  cotton  and 
other  fibres. 

“The  blended  yarns  will  be 
good  for  ranking  fabrics  that 
will  allow  stitching  of  gar- 
ments," says  Mr  Man  dal. 
“We  are  looking  at  jute  as  a 
textile  material.  A French 
company;  is  developing  spin- 
ning machines  that  will 
allow  blending  of  jute  with ' 
other  fibres  in  HHforwtf  pro- 
portions. At  the  jute  lndus- 
try  level,  we  expect  a for- 
ward-looking company  like 
Champdany  of  Tnitia  to  raak«» 
garment-quality  yarns  and 
fabrics  on  a commercial 
scale.” 

The  UO-sponsored  R&D 
projects  have  established 
that  jute  bags  lined  with 
synthetic  film  and  alumin- 
ium foil  can  replace  kraft 
paper  bags  for  packing  tea. 

“A  huge  market  for  jute 
will  open  up  if  jute- 
reinforced  plastic  catches 
the  fancy  of  industrial  users 
of  plastic,”  says  Mr  MandaL 


■ NEWS  DIGEST 


COCONUT  PRODUCTS 


- k 


Philippine  exports  grow 
despite  adverse  weather 

Die  Phifippjnes’  exports  of  coconut  products  rose  10  per 
cent  to  2.1mtQ[mes  last  year,  accbnSng  to  ifie  United 
Coconut  Associations  of  the  Philippines.  The  country,  the 
world’s  largest  coconut  products  exporter,  also-increased 
its  overseas  sales  of  coconut  oil  by.  IB  per  cent  to  1.2m 
tonnes;  the  trade  organisation  said.  : 

Die  growth  in  exports  came  In  spite  of  earlier  predto- 
tions  that  the' coconut  industry  would  face  difficulties  after 
adverse  weather  conditions.  Philippine  crops  were  dam- 
aged by  a.severe  drought  in '1998,  brought  on  by  the  0 

Nino  and  La  Nina  weather  patterns,  and  the  southern 
region  of  Mindanao,  which  accounts  for  about  half  of  the 
canty's  coconut  output,  was  espedafly.badly  hit  Signs 
of  supply  problems  also  pushed  up  coconut  oil  prices. 
Together  wfdv  Indonesia,  the  Philippines  accounts  for 
about  80  per  cent  of  global  coconut  oil  supplies.  . 

Paul  Sobnan  . 


Price  rises  lift  Indian  earnings 

Higher  prices  boosted  India’s  earnings  from  tea  exports 
last  year  in  spite  of  only  a small  increase  In  overseas  - 
sale®.  India. exported  1B8m  kilograms  of  tea  In  the  11. 
months  horn  January  to  islovember  1998,  some  2 per  cent 
more  than  in  the  same  period  the  year  before,  the  coun-  - 
try’s  Tee  Board  said.  However,  export  earnings  in  the 
same  period  jumped  25  per  cent  to  Rs19.85bn  ($467m). 
The  average  export  price  rose  to  Rs105J36  a kg  compared 
with  Rs86.pl  the  previous  year. 

The  volume  of  India's  tea  exports  was  hit  last  year  by  a 
fan  Vi  demand  from  Russia,  Its  largest  customer,  as  a 
result  of  the  financial  crisis  and  toe  devaluation  of  the  rou- 
ble. However,  traders  now  expect  Russia  to  increase  its 
tea  buying  to  replenish  stocks. 

India's  total  tea  production  in  the  January- November 
period  was  812m  kg  against  762m  kg  during  the  same 
period  in  1997.  Record  crops  In  the  north-east  region 
hetoed  boost  output,  though  production  in  south  India  fell.; 
India  is  toe  world's  largest  tea  producer.  Paul  Solman 


PORK  . 

German  prices  to  stay  low 

German  pork  prices  will  stay  low  in  1999  in  spite  of  a 
small  Increase  In  consumption,  toe  county's  agriculture . - 
ministry  said.  Pig  slaughterings  this  year  will  rise  1.7  per 
cent  to  40m  compared  with  a rise  of  5 per  cent  to  39.4m  - 
last  year,  ft  said.  Pig  meat  farmers  across  Europe  have 
been  suffering  severe  losses  caused  by  oversupply  and. 
plunging  prices.  Die  German  ministry  said  the  outlook  for 
the  European  market  remained  difficult  as  last  year's  col-' 
lapse  in  export  markets  continued  to  depress  demand. 

Meanwhile,  the  German  livestock  count  showed  there  ■ 
were  26.3m  pigs  in  November  1998,  6 per  cent  more  than- 
at  the  same  time  in  1997.  Paid  Sobnan 
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63975-0325  63973  63900  722  10969 

Oct 

29X7 

+19 

29X3 

29X3 

62  2J29 

fop 

BXB0 

+095 

— 

- 

- 

124 

Doc 

984 

-3 

988 

981 

60  16986 

OH 

0X125-0300  6X550  64950  235  5991 

Ok 

TaM 

2974 

+19 

29X5 

29X3 

41  12951 
8182182912 

Ere 

Total 

8295 

+095 

82.75 

82.75 

KB 

1916 

XB51 

Mre 

TotH 

1006 

-3 

1007 

1008 

75  12998 
5928187998 

OK 

ToM 

6X850-0900  B895D  6X850  88  TJ29 

8984  111437 

w onra 

Kerb  dm 
Qpnkl 
kU  Ur  bran 


1050-55 

10555 

1057/1050 

1050-51 

105750 


■ LEAD  (S  pretoonp) 

Ctam 

487J-488J 

469-9J 

Prateus 

496-7 

473-4 

fote* 

4747468 

am  oma 

494J-9X0 

471-72 

ftobdom 

460-70 

Open  tra. 

38984 

ItMdHf  tnorer 

29946 

■ hckel  O pre  tarn) 

Oom 

3970-75 

4040-50 

ftarious 

4095-100 

4160-70 

fort* 

4100(4030 

AM  OOldH 

388590 

4050-65 

Kart  dose 

4030-35 

0pm  tra. 

67J41 

Tom  Daly  ttrrao 

17988 

M TH  (S  per  fcanri 

□use 

5120-30 

5125-30 

Pra**ws 

5165-70 

5165-70 

MgMore 

5150)5125 

AMOaetri 

513035 

5130-35 

Kart  doaa 

5130-35 

Open  nt 

2X263 

Total  (Myfemmr 

7981 

■ IMC,  apreM  Mgb  prreta  0 pv  anret 

Qoto 

903-4 

920-2X5 

Proitous 

9159 

9304 

WgMnr 

836791 0J 

AM  OOldH 

812-13 

927-279 

Kart  don 

922-3 

Open  W. 

07.268 

Tool  (Mr  tanmm 

3X092 

M COPPEH,  grata  A per  tome) 

□on 

14306 

1463-4 

nodure 

14506 

1484 J-X5 

Hghtere 

148871457 

AM  OOldH 

143X5-39J 

1467-68 

Kart  don 

V461-2 

Opm  tat 

184951 

Tea  1M11  aanar 

82, 

M LIE  AM  ORUH  SS  Hta  19555 

UE  Ckretap  VS  nte  19800 

■ PIATWUM  HTMEX  (50  TTOf  alA  Sflrcy 

Jn  3835  -0.7  365.0  361.0  337  1,518 

Apr  3665  -04  3675  3623  3991  8,338 

Jut  -reus  -JL4  _ - 87  586 

Oct  3695  -04  - 382J  11  1.100 

TOM  3£B7  11,543 

■ PAOADm  IfBOpMThrrot^MnyQZj 

Mv  339.45  *7.30  340.00  33X00  95  2.673 

Jn  32945  +3.30  - - 2 00 

Sn  327.45  *130  - - - 127 

TOM  ® 2581 

MSKVaCOIBgjBOBTnyaZJCretotortoJ 

J*a  4802  -U  49X0  4935  59  36 

Her  4940  -85  504.0  4865  3,921  50401 

Mar  497.5  -73  3353  491 J 103  SAM 

JM  4995  -7.9  MXO  49X5  18  6398 

Sap  50Z9  -73  499L5  4905  1 1.578 

Dae  5049  - 13  5100  4900  32  SABI 

TDM  433  75233 

ENERGY 

■ caune  on.  wnexcijop  bards.  Sflarefl 


1228  *023  1235  1226  30551  1044 
1243  *024  1246  1222  9.649  02817 
1280  *020  1285  1248  2992  31,815 
1279  *019  1281  12HS  508  25.723 
1298  *020  1238  1230  856  28.029 

1X15  +029  1X15  1X04  283  21,595 


■ MEAT  C8T  ftOfflte  n*n  cnSHi  ktoreQ 


■ COCOA  CSCE  (10  Bure*  Sftouea) 


T«M 

■ C8UDE  OIL  BE  manaO 


Lstmt  Baft 

refca  cbmga 

ago 

LOW 

fom 
VH  M 

fob 

1X94 

*041 

1193 

1098  21.134  68931 

Mar 

1197 

+X57 

11.12 

1190 

7950  45905 

Apr 

1194 

+X53 

1193 

11.19 

X281  19981 

Utt 

1144 

+091 

1151 

1198 

3972  13917 

Jm 

1191 

*047 

1198 

1159 

1917  30942 

JH 

ToM 

1198 

+052 

1196 

1195 

131  X703 

oTi  alt 

SpoM  65W  3 MB  18554  5M*  IBS  S Ms  1 85Z7 


■ HMH  OBAQC  COWS  BMP) 

Li**  Daft  Opw 

dung.  M*  UM  VM  M 

Jan  84.45  -ISO  6420  64.40  674  1.740 

Fab  6420  -125  65.10  64 JW  99  2463 

Mr  85.40  -1J0  6720  6520  1,691  42779 

Aar  8565  -TJO  6X30  8830  16  1.513 

mi  6X30  -1J5  67.15  6620  34  X968 

Jn  6X75  -1.70  67.10  6890  57  1268 

ToM  2568  71,075 

PRECIOUS  METALS 

■ UM80K  BOUJOH  MAMET 

(Prtcaa  antfad  by  N M IWWMfi 

BMATnyoq  Spfca  £ eoHr  SFr  eqdv 

Qpg  28650-28720 

Opcetag  26850-28680 

Honing  Ox  28X25  17X854  394.758 

Ateian  b 287.15  172230  332678 

Day's  Ugh  28850-28650 

Day's  Lnr  208.40-28630 

PW»  Et»  3750-29630 

lacs  Uta  Han  foH  landtag  Bata  (ft  USJ) 

1 amtt 4i5  8 montos 3 JO 

2 bMB 807  12  BNMfltl 147 

3 reertba 4X3 

SMr  Rx  pftn*  at  US  cb  eqrtr. 

5P0I  301.630  499.500 


HlmdbgMnftUSI) 

__4i5  8 monSa 3 JO 

-467  12WWH 147 

-4X3 

prtray  u US  cb  eqsk. 
301.630  499.500 


3 norths  — - 
Bold  Cote 
Kwgmand 
Non  Snmdon 


410  6 m 

J50  I2l 


_240 

220 


27X00  +2.75  288.00  275J0  4328  71 J42 
28X50  +X2S  29X00  28X50  236  11.131 

JH  29X25  +225  29X75  29X50  858  2X043 

S«p  30X00  *225  30X00  30X00  11  1J21 

Dec  32250  *100  32100  321.50  12  1.714 

ToM  1438 115,181 

■ habe  car  rood  nuBbcareqaeaudH) 

Mr  21475  +1 25  21X75  21400  20092181588 
My  221 J0  +0.75  22275  220.75  3JB82  5X6 65 
JH  22X00  +&75  229 JO  227 JO  3206  80971 
3m  235.00  +1  JO  23625  23450  1,125  14/420 
Dae  24X75  +0.75  241 JO  239.75  1.189*2X998 
Mr  248J0  +0J0  248J0  24725  114  1J92 

ToM  30JG5M5JM 

■ BABLET  LITE  (100  Ham  E par  terna) 

Jaa  77.75  +0J5  - 142 

Mr  79  JO  +X78  - 521 

May  8X25  *X75  <2 

9m  7X85  *0X5  25 

Nat  8095  *095  - - 45 

TOM  - 795 

■ SOYABEANS  C8T  CJOflba  ton;  canreflM)  taM) 

JM  54X75  *X00  54SJ0  S38J0  X580  18903 

Hr  54890  «475  54890  542J0  13,977  57927 

Hay  551  JO  *450  55490  54X00  1718  18J34 

M 55790  *475  53X50  55490  1 J36  23903 

tog  S577S  *X75  55X00  555J0  225  SJ02 

Sap  557 JO  +2.00  559J5  55X00  23  1,152 

TOM  X*87  tJajSB 

M SOTABBUt  0B.  C8T  (60J00te  cretofo) 

Jan  2XU  +X31  2120  22J1  5987  1683 

Hr  2130  *028  2144  23.14  X751  63988 

May  2183  *023  2X87  2140  60S  TBJ72 

JH  2395  *X26  2X40  2X65  1/407  17400 

Mg  2X93  *030  2XS3  2X88  410  4914 

Sap  24  J0  +X1B  2400  23JS  31  2.764 

ToM  16JS7  187,353 

H SOYWteM  wax  C8T  poo  ITap 

Jaa  1412  +2.1  1417  1429  8976  1X483 

Mr  141/4  +29  142J  13X5  7.291  44J11 

Kay  1427  *39  1412  1419  2J28  17,033 

JH  14X0  +19  14X5  1410  2782  20927 

Aag  146J  *19  1470  14X9  195  4.755 

sap  14X1  +1J  14X5  1479  124  4J26 

TAM  1Sj8t2 112,m 

M WTPtrOB  UfE  (20  Bawaa;  £ par  tend 

Mv  250J  - - - 


■ MAI—  OX  WMEX  (42J80  US  nab;  aV5  gafcj 

LaM  Dafa  Upan 

price  daegi  Ugh  Ur*  M M 

Fab  35.15  *X87  3X80  34S  1X368  84263 

Hr  3X80  *032  3590  3590  1568  25.135 

Apr  3X70  +X82  3X90  3X25  1.141  1X919 

Nay  3X90  *072  3X20  3X50  738  10620 

Jun  3650  *077  3800  3X30  - 513  10,478 

JH  3775  *077  3775  3795  61  8JZ7 

TAM  32988176901 

M EAS  OB.  FE  (Vaoit}  

Salt  Oafa  Open 

P(1 tt  COMM  H0h  law  VH  M 

Jan  9X25  *175  9X50  8X00  10942  31 J53 
Fab  10175  +125  10290  10050  8912  27973 

Mr  (0375  *490  1Q17S  10225  2935  14707 

Apr  10590  *490  10X5010490  480  9942 

Hay  10675  *175  10700  10X00  141  4920 

Jn  10X50  *125  10X00  10775  188  11,341 

ToM  8290013X354 

M NAOTAL BASK nJM tet  paaaparMHl 

M 1Q.720 -1.160 117QQ  1X580  925  X490 

Ihr  9750  -0550  9900  9950  325  5J66 

1HM  2X580222^18 

M NAT0BAL  6A5  MIMS  flflJOD  mate:  ShwBaJ 

IBM  Dan  °pm 

price  ebaope  law  W tot 

Fab  2055  *0-110  2985  1031 1SJ98  47,955 
Mr  2035+0999  2070  2B15  4.77B  28,194 
Apr  1.990  +0987  2910  1-950  3710  1X6)5 

Nr  1990  *0982  2900  1970  1704  I3J56 

TOM  ZXSB0Z22jm 

■ DHLEAD6)  CAStUC 

N1HBU42J00USgHi;c«gBBBaj 

MM  Dan  ™ ^ 

■■ka  ctangt  Ifo  lew  W M 

Jn  1.990  +4L073  2000  1.970  1.162  1X673 

Fab  3775  *X70  3775  3695  7979  34J36 

Mr  3X30  +067  3X35  3795  2732  11.140 

Apr  4175  +0.47  4175  4090  371  14.372 

Uq  4?  Xl  *052  4270  42.15  308  12J84 

Jn  42.70  *043  47TO  4150  130  9920 

JH4X1 5+09743 .1543-  Ml  581 0J60 


Ar 

•own 

-29 

mo 

37?  fl 

22 

2.141 

My 

3389 

-29 

. -• 

- 

- 

29 

Jm 

34X0 

-29 

m 

-re 

_ 

- 

Mr 

BX0 

— 

- 

— 

— 

3 

TaM 

M FDS9KT  0FFEX)  UFFE  (SKMndo  petaQ 

12 

2.141 

Jm 

795 

-15 

805 

793 

34 

492 

fob 

815 

-10 

815 

815 

- 

Til 

Apr 

90S 

-5 

905 

905 

2 

925 

JH 

805 

-10 

805 

805 

— 

450 

OH 

910 

-5 

_ 

. 

381 

TaM 

an 

Oam 

784 

fom 

791 

38 

X3B 

Hr  1373 
My  1303 
JH  1416 
Sap  1439 
Dae  1471 
Mr  1503 
Total 


-6  1377  1363  882  3X877 
-7  1387  1385  782  17943 
-7  1419  1408  21  5900 

-7  1433  1433  1Z7  4JB1 
-S  1483  1493  18  5977 

-5  1500  1500  50  X2B9 

1780  X9BC 


M COCOA  PCCOI  (SaffatoOQB) 

Dec  30  Price  Pr*.  day 

DHJ  10(196  106598 

■ CCFFgUreptcmgg  Sterna) 

JM  1874  -1  1885  1847  579  7980 

Hr  .1829  +14  1832  1705  1960  2X211 

Mar  1770  +12  1770  1740  459  7971 

JH  1791  +12  1745  1738  17  1988 

Sap  1734  +11  1725  1725  10  664 

HOT  1720  *13  1710  1710  - 253  . 

TaM  3JB5  44J5B 

M CUHtfc  TT  CSCEgffJQOta;  afflatej 

Mr  12290  *495  123J0  11X90  1J67  23915 

My  12290  *100  12140  117.75  275  X4B8 

JH  - - 12105  +155  12395  11X75  24  2973 

Sap  12399  +110  12150 12233  11  1,730 

Dec  12100  *290  12100  12290  10  792 

Mr  12395  +1 95 12390 12100  14  88 

ItM  1JH  3X0B1 

M COffg  peg  (U3  carafoMrt) 

Ok  30  Plea:  day 

CafflfLdMy Wi  m 

15  day  anopa Hto  nit 

M MITE  S8GAR  UF«  [50  knoo;  Stem* 


Hre 

3445 

+49 

24X0 

2409  1,463  17920 

My 

2449 

*43 

244 J 

2409 

589  BJZ3 

tag 

2425 

*X4 

2419 

2409 

7*  5J68 

Oct 

2365 

*39 

2319 

2319 

48  4540 

Dac 

2369 

+34 

2315 

2335 

- 584 

Mre 

2402 

+34 

237.5 

2379 

- 884 

TaM 

X128  3729! 

■ suuw  nr  csce  (irzjana;  caram 

IM 

X1B 

+092 

X19 

790  3575  73,109 

My 

898 

*025 

898 

79! 

504  2X685 

JH 

7.80 

♦41.18 

7JK 

7.74 

42B  22J6S 

Oct 

&07 

*012 

698 

795 

730  1X900 

■■r 

XX 

*0.12 

X3B 

X24 

203  9503 

■w 

844 

*0.13 

- 

- 

14  2,127 

ToM 

5438181  fit* 

M COTTON  MK£  «UnM;  cenMfo) 

MV 

■wrrt 

-193 

6020 

5851  2903  34913 

Mar 

E.17 

-1.10 

8190 

390  1.193  16228 

JH 

6193 

-12* 

62.40 

81.05 

743  1X156 

OH 

6390 

M 

6X30 

6220 

47  1565 

Dac 

B445 

- 

84J0 

8390 

90  11593 

lire 

6X50 

— 

— 

— 

82  1,073 

TaM 

S9E2  77297 

■ OBANGE  JUKE  WCE  (159Q0fo!  CSfofeq 

Jm 

X8JD 

-2.10  10190 

9950  1916  4954 

Mre 

10250 

-1.70  10450  10290  1,708  14,730 

May 

10490 

-145  104,75  1Q3J0 

291  3209 

JH 

10X10 

-195  10X75  10490 

54  2,152 

sm 

10555 

—1.10 

- 

- 

- 2 240 

DM 

10X60 

-0® 

- 

• - 

7 538 

PULP  AND  PAPER 

■ pwctowx(U5&  Merer  ere 

Sait  Oefa  Opaa 

prise  dBojpi  I8ffe  lam  M ‘M 
Mr  43X50  -100  42550  42090  45  464 

Jn  44790  +X5D  44790  44390  35  94 

TaM  82  88 

FUTURES  DATA 

M fc&m  ten  oppM  Of  CUP 


Minor  Metals  from  MsM  Bufcbn 
European  free  nwKaa,  S par  pond  ki 
warehouse  (last  week's  prices  In  LiackacX 
Antimony  99.65%,  S per  tome.  1.190- 
1260.  Hmutfc  rrtn.  99.99%.  form  kxa. 
2.80*310  (2.85*320).  Cadmium:  min. 
9925%.  earn  a pond,  15-20.  Cobalt: 
MS  free  market,  mh.  999%,  10  50-11  JO 
(11.(0-12  80).  min.  992%.  7909.00  (8.70- 
1020).  Marcwy  min.  9929%.  S pr  76 
pwnti  Hart,  137-146.  MolybtianuRi; 
drummed  motybdc  oxrda.  295-290  fLSQ- 
295).  omnAin.  min.  999%,  l90-29a 
Tungsten  or*  32-42.  Ihrewm  Nueno. 
imstndM  exebangb  vahie  X75.  Vene- 


VBLDME  DATA 

Opes  taurati  M Vabma  dab  sten  lnr  antoacb 
boded  oa  C04SX.  NYICX,  (ST,  NTCE,  CHE,  CSCE 
oad  K Crtria  01  am  one  diy  la  amers.  Wraa  & 
0pm  Marat  nth  arc  for  bated  monve. 


INDICES 

■ Beam  1W31  = 100) 

JM  4 Dec  31  MbDilSD  fnrfoa 

1477.7  1470.6  147X6  175M 

a CM  RHaea  (Bra  1987  - 10q 

Dec  31  Dmse  amtb  ana  yar  age 

19122  19X71 

H BSP  Spat  gag  1970  ■ 100) 

Dae  31  Daa38  nodb  agt  yar  age 

13102  13197  13148  17592 

ue  nienuE  snes  (mm 


HBraiBai 

*475 

to 

B35J3 

4*—iiii  — 

-80 

to 

OflfPfl 

c— 

+2J» 

to 

S9X4B 

Ireri 

- 

to 

10X350 

Ndal 

-24 

to 

66964 

BBC 

*C5 

to 

- 91795B 

Tin 

+1HJ 

0200 

H LEAH  HOBS  CM  (40.000ta;  cetMlH 

M 3X725-1925  32980  3D9B0  1157  1X442 
Apr  35950-1950  37.700  9X550  1184  10983 
Jn  48900-1200  49960  47.760  886  7J16 

JH  5X775-1.175-  S2300  5X600  321  3997 

Aag  51160-0950  54200  51000  186  3984 
OH  54925-0950  5X050  54.100  109  2977 
ToM  X94B  48960 

■ WtoKBaiBOB(tqOOab6;ctirtste^ 

M 41775*0925  44.100  42900  833  X73B 
Mr  4X300*0200  44900  4X750  112  1.125 

Hqr  44900-X150  45900  44J00  31  825 

JH  4X425-0075  4X750  4X000  29  678 

TaM  1937  7257 


LONDON  TRADED  OPTIONS 


am  prim  s krem 

M AUMMUM 

eXTUJUE 

— Ca 
Fab 

la  — 

m 

-Pa 

fob 

to— 

May 

1150 

73 

. 2 

102 

12 

1200 

34 

13 

87 

27 

1250 

11 

39 

41 

49 

H C0FPSI 
(firada  A)  LIE 

Ml 

May 

fob 

My 

v«0 : 

58 

15 

103 . 

35 

1500 

12 

88. 

52 

81 

1600 

1 

158 

22 

160 

M CGFTff  LITE 

Mv 

MW 

Mre 

•for 

1700 

154 

141 

25 

71 

1750  » 

120 

118 

41 

98 

1800. 

92 

99 

83 

129 

■ COCOA  LIFE 

Mar 

My 

Mr 

Mr 

OK 

20 

40 

45 

45 

950 

13 

30 

63 

«o. 

975 

8 

23 

83 

78 

■ BRENT  CRUDE  K 

Jan 

Fab 

Jan 

fob 

1000 

. 

. 

. 

. • 

1050 

• 

■ 

- 

-• 

1100 

30 

74 

26 

71 

LONDON  SPOT  MARKETS 

M caPEOXFUBfrrbaifl  -wr* 

Dubai  S1X41-X48k  -0275 

Brer  Store!  mad)  81097-063  *0225 

Brent  Bfcna  (F=ab|  $1097*193  -0925 

bfcTl  S1224-228X  +4L1B 

M OX  P900UCTS  NHEpanpt  aeBwy  CF  {hrari 


AwAn  fiaMbe  S 

Qaa  08  S 

Heavy  M 01 

DeptfiH  I 

Jet  fuel  I 

CM  8 

H NATURAL  BAS  fauafScrn) 


Si 22-124  - +7 
5101*103  *15 

S57-5S  *2 

SUB-107 

S1 15*117  +18 


B—  (fob)  1X725 

nremare  4m  rw  uatm  tmu  stb 
1 OTHER 

■1.15 

SOU  (par  tray  ratf 

5236.71 

-19 

Stow  (par  reyrajf 

..  49X50C 

-19 

Main  (pretroyszj 

8382J5 

♦125 

fofo&u  Mr  fiay  at) 

833790 

+X0 

Oohw 

719C 

Ltod  (US  pradj 

4400c 

Tta  OMta  Luagu) 

lX20r 

Th  (Store  Tok) 

24XS  . 

COM  fob  HUM 

874%) 

Stoap  foerabM 

8121p 

flga  foe  redfoOT 

4X625 

la  toy  ngre  (are) 

519X80 

-+2.70 

lm.  toy  augre  (Ma) 

S24Z50 

- *090 

Btoforfoto.  teat 

. Unq 

naze  (US  fe3  ream) 

£10X00 

Were  (US  Dali  NorBO 
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"NoSJto ’SttyORENSE' 


ACROSS  DOWN 

1 Stay  outside-  to  check  1 Boat-  wrecked  in  green  act 
modus  operand!  (6)  of  destruction  (81 

4 Ring  money  mad  person  (8)  2 Procedure  followed  prior  to 

10  Attractive  bit  of  open  space  landing  (g>  - 

(5.4)  ■ 3 Risk  levels  holding  back 

11  Surviving  a bad  bade  (5)  . stags  (4) 

12  Bittersweet  (4)  5 Ham  on  the  turn  (7)  - 

IS  Baers  had  to  be  brewed  - 6 Sneak  out  under  pot  bellied 
daily  (10)  traveller  (SJ5) 

15  Super  drugs  count  in  Spain  .7  Aircraft'  cone  absorbing 
(J)  ; , unit  of  sound  (5) 

IB  Vulnerable  currency  (6)  8 Hear  about  tea-break  agree- 

19  .Salt  worker  by  the  Mediter-  ment  (6) 

ranean,  for  example  (6)  9 Studies  vulgar  expression 

21  Just  see  model  released  (S) 

J t , 14  Original  gift  that  stuck  in 
23  Reflecting  on  right  adopted  the  throat  (5,5) 

by  breakaway  group  OO)  17  Financial  adviser  comas 
25  Goat  changes  into  Roman.  " ' into  play  (9) 

(4)  ...  18  Obtain  backing  in  homeless 

27  Walk  - public  transport  • scheme  (8) 

^ 10  . 20  Distinguished  but  lacking 

: 28  Dole  queue?  (9)  _ • . . fore  (7»  • 

29  when  21  ?ed.  “P  - otienrfs, 

taken  over  W Involved  in  Dome  constroo* 

30  Class  field  chasing  gntty  tion  (6>- 

leader  (6)  • 22  Depression  created  by" 

credit  squeezing  charge  (6) 
24  Weak  franc  to  suffer  © - • 
28  Prevaricate,  losing  initial 
advantage  (4) 

Solution  to  Saturdays  prize  puzzle  on  Saturday  January  XB. 
Solutkm  to  yesterday’s  prize  puzzle  on  Monday  January  18- 
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LONDON  STOCK  EXCHANGE 


Big  sell  programme  puts  Footsie  under  pressure 
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MARKET  REPORT 


By  Steve  Thompson, 

UK  Stock  Market  Edftor 


A big  programme  trade,  said 
by  dealers  to  have  been  val- 
ued at  around  £lbn  and 
weighted  on  the  sell  side, 
was  behind  the  London 
stock  market’s  poor  perfor- 
mance yesterday. 

Goldman  Sachs  and  War- 
burg Dillon  Read,  two  of  the 
most  powerful  operators  in 

the  UK  market,  were  both 
said  to  have  been  involved 
in  programme  trade  activity. 

The  trade  was  described  as 
a rebalancing  of  at  least  one 


of  the  big  UK  funds  and  was 
linked  to  the  stock  market 
debut  of  the  newly  merged 
BP  Amoco,  which  is  now  the 
biggest  UK  company.  Many 
leading  investors  will  have 
to  build  market  weightings 
in  the  new  company.  BP 
Amoco  alone  represents 
around  S per  cent  of  the 
FTSE  100  index. 

Trading  in  BP  Amoco  dom- 
inated the  London  market 
and  accounted  for  18  per 
cent  of  overall  business  on 
the  day  not  long  before  the 
close. 

Overall  turnover  in  Lon- 
don tapped  lbn  shares,  the 
highest  in  a single  session 


since  the  start  of  December, 
before  being  adjusted  to 
8S9m  shares.  FTSE  100 
stocks  accounted  for  around 
60  per  cent  of  the  total.  . 

“Excluding  the  pro- 
gramme trading  It  would 
have  been  a decent  day  for 
London,”  said  one  market- 
maker. 

The  BP  Amoco  and  pro- 
gramme trade  stories  vied 
with  the  launch  of  the  euro 
as  the  day's  main  talking 
point  in  London's  stock  mar- 
ket 

A weak  pound  against 
major  currencies,  including 
the  euro,  was  seen  by  deal- 
ers as  positive  for  UK  equi- 


ties, while  the  weakness  of 
Wall  -Street  over  the  past 
couple  of,  trading  sessions 
and  a poor  showing  by  Asian 
markets  yesterday  were 
largely  overlooked  as  UK 
stocks  opened  In  good  heart 

The  FTSE  100  posted  an 
early  26-point  gain,  only  to 
fall  away  as  the  sell  pro- 
gramme impacted  on  the 
market.  At  Its  worst  the 
Footsie  was  down  71  points. 
The  rally  set  in  when  Lon- 
don picked  up  bints  of  a 
good  start  to  Wall  Street. 

The  latter's  substantial 
upturn  saw  the  the  Dow 
Jones  industrial  Average  up 
more  than  150  points,  taking 


It  to  within  25  points  of  its 
all-time  peak,  and  coincided 
with  a strong  recovery  in 
London. 

By  the  close,  the  FTSE  100 
was  a mere  3.2  lower  at 
5,879.4,  having  swung  in  a 
three-figure  arc. 

There  were  no  such  pres- 
sures affecting  the  MidCap 
and  smaller  stocks,  although 
the  FTSE  250  eventually  set- 
tled a net  3.7  off  at  4J&I, 
having  spent  much  of  the 
day  in  positive  territory. 

The  FTSE  SmallCap.  on 

the  other  hand,  gave  a pow- 
erful display,  and  never 
looked  threatened.  The  index 
closed  11.9  better  at  2^823. 


having  hit  a day's  best  of 
2.0S3JI 

Outside  of  BP  Amoco,  it 
was  the  telecoms  sector  that 
captured  the  eye.  with  that 
sector  providing  the  top  five 
performers  in  the  FTSE  100. 
thanks  to  a flurry  of  excep- 
tionally strong  new  mobile 
pbone  subscriber  figures  for 
December.  These  confirmed 
the  huge  optimism  that  saw 
the  sector  outperform  the 
UK  market  last  year. 

ICI  was  buffeted  by  disap- 
pointment over  the  failure  to 
sell  its  Tioxide  business  to 
DuPont  and  ML  Industries  of 
the  US.  because  of  monopo- 
lies implications. 
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Oil  bulls 
pile  into 
new  giant 


through  this  merger  benefit- 
ing the  stock  at  a time  of  a 
weak  macro  environment." 


Bumper  subscriber  data 
from  mobile  telephone  oper- 
ators combined  with 


Best  and  worst  performing  FTSE  sectors 
Telecommunications 


Gas  Distribution 
3800 


Hopes  of  an  improvement  renewed  consolidation  hopes 
In  world  oil  prices  also  to  trigger  a buying  spree  in 


COMPANIES  REPORT 
By  Joel  KBrazo  and  Marlin  Brice 


Oil  giant  BP  Amoco  was  one 
of  the  star  performers  as  a 
clutch  of  broker  recommen- 
dations and  institutional 
interest  saw  Investors  pile 
into  the  stock,  sending  the 
shares  sharply  ahead  and 
helping  prevent  a decline  in 
the  FTSE  100. 

The  US  Federal  Trade 
Commission  approved  the 
merger  of  BP  and  Amoco 
last  week,  but  yesterday  was 
the  first  opportunity  for 
investors  to  buy  into  what  is 
now  the  London  market's 
biggest  company  and  the 
third  largest  oil  group  in  the 
world.  It  accounts  for  about 
8.1  per  cent  of  the  Footsie. 

Buyers  came  from  several 
sources  including:  UK  fund 
managers  keen  to  balance 
their  portfolio  weightings; 
European  institutions,  which 
sat  on  the  sidelines  last 
month  ahead  of  this  month's 
launch  of  the  euro;  and  US 
investors  keen  to  remain 
exposed  to  Amoco. 

Sentiment  was  also 
enhanced  by  broker  recom- 
mendations, with  Lehman 
Brothers,  HSBC  and  Salo- 
mon Smith  Barney  picking 
the  listing  as  one  of  their 
holdings  for  1999.  A note 
from  Lehman  said:  “BP 
Amoco  is  one  of  our  top 


picks  for  1999  as  we  see  posi-  22m  by  the  close.  The  shares  - , - na^nmine.  management's  plan  of  mov- 

Uve  momentum  generated  finished  % down  at  368‘/ip.  6681  OT“ worst  p8lf0rn"nfl  FrSEsectore  ing  domicile  to  the  US. 

through  ibis  merger  benefit-  Bumper  subscriber  data  TSecommumcatons  Gas  Contagion  which  was  blocked  last  year 

ing  the  stock  at  a time  of  a from  mobile  telephone  oper-  eooo 1 - 3800  by  a vote  of  shareholders. 

weak  macro  environment. ” ators  combined  with  M Inkjet  printing  group  Xaar 

Hopes  of  an  improvement  renewed  consolidation  hopes  6500  ...  .PL. 3600  started  the  day  well,  as  a 

in  world  oil  prices  also  to  trigger  a buying  spree  in  5000  , , «v»  a . weekend  press  tip  saw  it 

boosted  the  stock,  while  telecoms,  last  year's  best  - 3400  gain  I4p.  However,  a profit 

Goldman  Sachs  was  said  to  performing  sector.  1 V \ warning  at  midday  saw  the 

have  upgraded  its  current  Orange,  a star  performer  <000  3200  stock  lose  much  of  its  gain 

year  earnings  per  share  fore-  of  1998,  was  the  best  per-  *V  m and  it  ended  the  day  ahead 

cast  for  BP  Amoco  to  41.2p  former  in  the  FTSE  100  yes-  1 55  1999  so  oa  1998  Jan  99  -i1’*  at 

from  40.2p.  tezriay,  as  dealers  celebrated  Computer  staff  recruit- 

Moving  against  the  market  news  that  the  company’s  samaosmma/  ment  stocks  had  a bad  day 

trend,  the  shares  jumped  customer  base  had  grown  by  as  Staff  ware  moved  to  damp 

21%  to  924 %p,  while  turnover  a record  512,000  in  the  fourth  96  or  13.74  per  cent  to  794Vip.  will  be  at  work  during  1999  speculation  that  its  forth- 

of  187m  made  it  the  busiest  quarter  to  stand  at  2.162m  at  Turnover  was  62m.  and  retain  an  overweight  coining  results  would  be 


boosted  the  stock,  while  telecoms,  last  year's  best 
Goldman  Sachs  was  said  to  performing  sector. 


have  upgraded  its  current  Orange,  a star  performer 


year  earnings  per  share  fore-  of  1998,  was  the  best  per- 
cast  for  BP  Amoco  to  41.2p  former  in  the  FTSE  100  yes- 
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Moving  against  the  market  news  that  the  company’s 
trend,  the  shares  jumped  customer  base  had  grown  by 


stock  in  the  market 
Elsewhere  in  the  sector, 
two-way  business  in  Shell 


the  end  of  1998.  The  figures  Vodafone  Gronp.  which 
were  ahead  of  analysts  revealed  933,000  net  new  sub- 
expectations of  additions  scribers  in  the  UK  in  the 


and  retain  an  overweight  coining  results  would  be 


Vodafone  Gronp.  which  stance  on  the  sector."  very  strong.  It  fell  -H)  or  15  ** 

revealed  933,000  net  new  sub-  There  was  little  to  cheer  at  per  cent  to  227 l»p  after  the  ^ ^ 47DL 
scribers  in  the  UK  in  the  ICI  as  the  first  session  of  the  company  said  it  knew  of  no  c*  mw  pub  *j 


Transport  brought  volume  of  around  350,000.  Shares  rose  three  months  to  the  end  of  year  brought  a fresh  wave  of  reason  for  the  -10  per  cent 

1998  was  also  wanted.  The  negative  news  for  one  of  the  gain  in  Its  shares  during  the 
shares  rose  73  to  £10.49  as  worst  performers  in  the  previous  trading  session.  It 
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it  exceeded  analysts'  most  The  UK  chemicals  group  result  was  dependent  on  the 

optimistic  forecasts.  confirmed  a press  report  timing  of  contracts  signed 

Both  Secoricor  and  BT.  that  it  failed  to  obtain  around  the  year  end.  making 
joint  owners  of  mobile  tele-  approval  from  the  US  Fed-  speculation  premature, 
phones  operator  Cellnet,  eral  Trade  Commission  to  Fellow  IT  services  and 
moved  strongly  ahead  after  sell  its  Tioxide  businesses  to  recruitment  group  Hlgbams 
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subscribers  in  the  fourth  Nemours  and  NL  industries, 
quarter.  The  former  jumped 


STOCK  MARKET  TRADING  DATA 


34  to  538p,  while  the  latter 
appreciated  33'A  to  939p  after 
trade  of  14m. 


US  groups  El  Du  Pont  de  Systems  Services  saw  its 
Nemours  and  NL  Industries,  illiquid  shares  down  15  at 

70p  after  Irish  tipsheet  Tech- 
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ICI  tumbles 


invest  suggested  investors 
should  take  profits. 

MSB  International,  which 
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trade  of  14m.  The  shares  tumbled  to  MSB  International,  which 

Confirmation  that  Bell  480p  in  the  first  half  of  the  issued  an  upbeat  trading 
Atlantic  and  AirTouch  are  in  day  and  Martin  Evans  at  statement  in  mid-December 
merger  talks  again  raised  Sutberlands  said:  “Today's  that  seemed  to  calm  some 
the  prospect  of  consolidation  news  highlights  the  diffi-  investor  fears  or  a fall  in 
in  the  UK  telecoms  sector  culty  ICI  is  facing  in  its  dis-  demand  for  IT  staff  during  a 
helping  boost  buying.  posal  programme  in  these  UK  economic  slowdown,  was 

James  McCafferty,  the  new  markets."  down  26  at  3l4p. 

head  of  the  telecoms  team  at  Dealers  said  the  company  However.  Aim-traded  IT 
SG  Securities,  yesterday  had  tried  to  put  a brave  face  staffing  company  SBS  was 
urged  Investors  to  remain  on  the  disappointment  as  lt  ahead  2Vj  at  200p  after  a bull- 
buyers  of  the  sector,  citing  addressed  analysts  in  a late  ish  AGM  statement  that  said 
the  delivery  of  forecasts  and  afternoon  tele-conference.  sales  and  profits  were  ahead 


that  seemed  to  calm  some 
investor  fears  or  a fall  in 
demand  for  IT  staff  during  a 
UK  economic  slowdown,  was 
down  26  at  314p. 
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continuing  upgrades  to  top- 
line growth  for  his  position. 

In  a note  to  be  published 
shortly,  the  analyst  said: 
“We  believe  similar  factors 
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that  LucasVarity  was  about  The  predator  was  said  to  be 
to  face  a bid  from  a US  rival  gas  sensor  company  City 
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If  you  would  like  to  advertise,  or  require  any 
further  information,  please  contact; 
Sherie  Donovan 

Tel:  0171-873-4928  Fax;  0171-873-4296 


For  further  information  please  contact: 


Amanda  Richards 
Tel:  +44  1446  771219 
Fax:  +44  870  0554851 
email:  amanda©wales5. demon. co.uk 


or  Haj  Haffejee  in  London 
Tel:  +44  171  873  4281 
Fax:  +44  171  873  4862 
email:  haj.haffejee@FT.com 
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# « j » a EMERSING  MARKET  FOCUS  

Telecoms  climb  as  euro  makes  firm  debut  j;aae(j  talks  a 

umoi  n nucmncw  Lumpur  tumbled  4 per  cent  The  telecommunications  that  the  company  might  be  local  investors  took  the  view  behind  with  a R2  cent  "T*  7"  ^ ■» 

as  investors  called  a halt  to  sector  was  at  the  centre  of  allowed  to  raise  the  price  that  the  euro's  successful  surge  as  optimism  grew JOT  V ■ 

The  euro  made  a euphoric  the  rally  that  had  sent  the  attention  across  the  conti-  charged  to  rivals  to  transmit  launch  improved  the  pros*  the  rapid  formation  or  ago-  ^ * 
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WORLD  OVERVIEW 


The  euro  made  a euphoric 
entrance  on  to  the  European 
stage,  as  the  new  unified 
currency  firmed  and 
unleashed  pent-up  demand 
for  equities,  sending  bourses 
sharply  higher  across  the 
continent,  writes  Michael 
Motyan. 

Much  of  Asia,  by  contrast, 
started  the  new  year  in 
muted  fashion.  Tokyo  fell 
prey  to  worries  about  bonds 
and  the  yen,  while  Kuala 


Lumpur  tumbled  4 per  cent 
as  investors  called  a halt  to 
the  rally  that  had  sent  the 
market  higher  In  the  final 
sessions  of  1938. 

Frankfurt  led  Europe 
higher  with  a 5.7  per  cent 
rise,  underpinned  by  Wall 
Street's  strong  start.  Paris 
advanced  53  per  cent  Hel- 
sinki put  on  4. 9 per  cent  to 
close  at  an  all-time  high, 
while  Brussels  also  regis- 
tered a record  close.  Milan 
and  Madrid  both  shot  up  53 
per  cent. 


The  telecommunications 
sector  was  at  the  centre  of 
attention  across  the  conti- 
nent, although  dealers  were 
at  a loss  to  explain  why.  One 
view  was  investors  were 
revisiting  the  telecoms 
group  thinking  it  offered  bet- 
ter prospects  for  growth  and 
security  than  some  indus- 
trial sectors. 

Deutsche  Telekom  was  a 
runaway  winner,  shooting 
up  15.6  per  cent  Some  ana- 
lysts suggested  that  the 
shares  were  lifted  by  reports 


that  the  company  might  be 
allowed  to  raise  the  price 
charged  to  rivals  to  transmit 
calls  over  Telekom's  lines. 
However,  that  failed  to 
gyplafn  rises  of  more  than  it 
per  cent  in  each  of  its  domes- 
tic rivals,  Mobilcom  and 

MftnnOKtnwnn , 

Even  outside  the  euro- 
zone, the  mood  was  enthusi- 
astic. Athens,  last  year’s  best 
performing  European  mar- 
ket In  local  currency  terms, 
soared  another  6.7  per  cent 
to  close  at  a record  high  as 


local  investors  took  the  view 
that  the  euro's  successful 
launch  improved  the  pros- 
pects for  Greece's  participa- 
tion in  monetary  union. 

Renewed  foreign  demand 
for  bonds  spilled  over  into  a 
small  range  of  blue-chips. 
Nicholas  Georgiadis  at 
Omega  Securities  in  Athens 
said  abolition  of  the  with- 
holding tax  on  bond  income 
from  the  start  of  this  year 
had  boosted  investors'  inter- 
est in  the  banking  sector. 

Istanbul  was  not  far 


behind  with  a 63  per  cent 
surge  as  optimism  grew  for 
the  rapid  formation  of  a gov- 
ernment to  take  the  country 
to  early  elections  in  May. 

Meanwhile  the  start  of  the 
new  year  continued  to  bring 
modestly  optimistic  ana- 
lysts' forecasts  for  equity 
markets  in  1999.  The  day 
also  saw  Morgan  Stanley 
Dean  Witter  raising  the 
weighting  of  equities  in  its 
model  European  portfolio  to 
62  per  cent  from  60  per  cent 
at  the  expense  of  cash. 


.-f 


High-techs 
and  blue  chips 
boost  Wall  St 


Dax  greets  new  era  with  surge 


EUROPE 

A storming  start  to  the  first 


Share  prices  relative  to  Xetra  Dax 


AMERICAS 


Wall  Street  rallied  on  fresh 
enthusiasm  for  blue-chip  and 
high-technology  shares,  as 
the  Dow  Jones  Industrial 
Average  neared  the  9,300 
level  in  active  early  trading, 
writes  John  Labate  in  New 
York. 

Cyclical  and  financial 
stocks  led  the  Dow  higher. 
The  benchmark  had  gained 
117.66  or  13  per  cent  by  mid- 
day to  9399.09.  helped  by 

rises  in  DuPont,  up  6.6  per 

cent  to  $56ft.  and  Minnesota 
Mining  & Manufacturing,  up 
S3H  or  more  than  5 per  cent 
at  $74,L2- 

The  broader  Standard  & 
Poor’s  500  index  was  13.37 
higher  to  1342.60.  As  in  last 

week’s  sessions,  technology 
stocks  recorded  the  sharpest 
overall  gains,  sending  the 
midday  Nasdaq  composite 
36.46  higher  to  2329.17,  a 
gain  of  1.66  per  cent 

Internet  stocks  continued 
to  run  higher,  as  did  selected 
telecoms  stocks.  AT&T  rose 
S3&  to  $788  after  Merrill 
Lynch  upgraded  its  rating  to 
"near-term  accumulate".  But 
expectations  of  a takeover  of 
Airtouch  by  BellAtlantic  had 
mixed  results.  Airtouch  fell 
$l!i  to  570U  after  Nations- 
banc  Montgomery  Securities 
downgraded  the  stock  to 
“hold"  from  a “buy"  rating. 
Bell  Atlantic  was  up  at 
*53tk. 

Banking  stocks  were 
higher  despite  weaker  US 
Treasuries.  Chase  Manhat- 
tan was  up  $3£  to  (70% 
based  on  merger  speculation. 
Shares  of  MBNA  were  up  $K 
to  $25%  after  the  company 
raised  its  quarterly  dividend 
and  it  reported  fourth- 
quarter  results. 

US  Treasuries  fell  back  as 
the  dollar  softened  against 
the  yen.  The  30-year  bond, 


the  benchmark  for  long-term 
interest  rates,  fell  l&  at 
101  £,  sending  the  yield 
higher  at  5.179  per  cent 

Major  internet  shares  were 
higher,  sending  the  Ameri- 
can Stock  Exchange's  inter- 
net index  up  1.6  per  cent  at 
651.59,  but  there  were  still 
exceptions. 

America  Online  shares 
sold  off,  down  $9  to  $151. 
after  the  company  reported 
online  shopping  results  for 
the  holiday  period.  Spyglass 
plunged  almost  30  per  cent 
or  to  $15iV  after  the  com- 
pany warned  about  its 
upcoming  results. 

Leading  computer  com- 
pany shares  were  up 
sharply,  with  Microsoft  clim- 
bing S6£  at  $144%. 

TORONTO  tracked  Wall 
Street  in  early  trading,  push- 
ing strongly  ahead  on  a 
broad  front.  Led  by  a 
healthy  rally  for  bank 
stocks,  the  300  composite 
index  was  up-7636  at  636230 
at  noon. 

In  banks.  Royal  Rank  of 
Canada  gained  C$1.05  to 
CS77.60,  while  Bank  of  Mon- 
treal rose  C$1  to  C$62.70  as 
tentative  hopes  for  a cut  in 
Interest  rates  resurfaced. 
Canadian  Imperial  added  50 
cents  at  C$3830  and  Toronto- 
Dominion  pushed  up  by 
C$1*.  15  to  C$5435. 

Telecoms  were  firm  in  line 
with  the  global  upturn  for 
the  sector.  BCE  improved 
C$1.05  to  C$58.90  and  North- 
ern Telecom  climbed  85 
cents  to  C$77.45.  In  industri- 
als, Alcan  gained  85  cents  to 
C$4235. 

Golds  were  the  odd  man 
out,  hampered  by  a dull  bul- 
lion price.  Leading  shares 
were  mixed.  Barrick  came 
off  25  cents  at  C$29.55  in 
heavy  volume,  while  Placer 
Dome  improved  15  cents 
C$17.70. 


Fiscal  measures  prompt 
Sao  Paulo  optimism 


SAO  PAULO  pushed 
strongly  higher  in  early  trad- 
ing with  sentiment  bolstered 
by  initial  gains  on  Wall 
Street  and  optimism  over  a 
fresh  round  of  fiscal  mea- 
sures. 

At  midsession,  the  Bov- 
espa  index  was  up  250  or  3.7 
per  cent  at  7,035  with  inves- 
tors and  brokers  applauding 
the  latest  fiscal  package. 
“It's  positive.  It  meets  the 
government’s  immediate 
cash  needs,"  said  one  trader. 


MEXICO  CITY  moved 
lower  with  an  early  bounce 
for  the  peso  sparking  nega- 
tive arbitrage  in  leading 
stocks.  Telmex,  for  example, 
moved  lower  at  the  opening 
as  traders  sold  the  local 
stock  to  buy  ADRs  in  New 
York,  dipping  10  centavos  to 
2430  pesos. 

At  midsession,  the  1FC 
index  was  down  14.53  at 
3,945.13  in  what  brokers 
described  as  very  thin  trad- 
ing volumes. 


day  of  euro  trading  sent 
FRANKFURT  spiralling  5.7 
per  cent  upwards,  its  steep- 
est one-day  gain  since  early 
October.  The  Xetra  Dax  fin- 
ished 283.79  higher  at 
539036. 

Telecoms,  a dull  feature 
lately  on  competition  con- 
cerns. made  up  for  lost  time, 
surging  strongly  on  a media 
report  that  market  leader 
Deutsche  Telekom  could  be 
set  to  step  up  interconnec- 
tion fees. 

Deutsche  Telekom  rose 
€4.37  or  15.6  per  cent  to 
€32.43  and  Mannesman!! 
pushed  ahead  €10.80  to 
€109.60.  Mobilcom  gained 
€32.02  to  €303.  In  each  case, 
however,  trading  volumes 
were  on  the  thin  side. 

Volkswagen  rose  €730  to 
€7530  after  positive  remarks 
on  company  profits  at  the 
Detroit  motor  show, 
although  analysts  pointed 
out  that  tbe  forecast  of  1998 
figures  being  wen  ahead  had 
been  visible  at  the  nine- 
month  stage. 

It  helped  keep  motors 
upbeat,  however.  BMW 
jumped  €46.70  to  €69030  and 
DaimlerChrysler  added  €330 
at  €8730. 

PARIS  ended  at  its  high 
for  the  session,  gaining  2043 
to  4,1473,  with  nine  individ- 
ual components  of  the 
benchmark  advancing  more 
than  7 per  cent,  notably  Pari- 
bas and  Renault 

Banks  in  general  were 
strong.  Paribas  added  €8.15 
or  11  per  cent  to  €82.20, 
while  BNP  rose  €435  to  €75. 
Society  G£n6rale  jumped  €12 
to  €150. 

In  motors.  Renault  gained 
€3.63  to  €4139.  France  Tele- 
com, up  €5.60  to  €7330,  kept 
in  step  with  the  broad  Euro- 
pean upswing  for  the  tele- 
coms sector. 

AMSTERDAM  ended  2039 
or  33  per  cent  higher  at 
55835  on  the  AEX  index 
with  a strong  run  for  finan- 
cials and  a chart-topping  per- 
formance from  telecoms 
leader  KNP  - up  €539  or 
13 A per  cent  at  €4835  - sup- 
plying the  main  motive 
power. 

Among  tbe  financial 
heavyweights,  ABN  Amro 
rose  73  cents  to  €18.65,  while 
Fortis  Amev  jumped  €334  to 
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€74.45.  ING  ended  €3.69  or 
73  per  cent  higher  at  €55.65. 
The  party  mood  somehow 
evaded  Akzo  Nobel  and  Uni- 
lever. which  dipped  90  cents 
to  €37.90  and  €1.03  to  €7130 
respectively. 

ZURICH  shot  up  3.9  per 
cent  on  the  view  that  there 
was  room  for  Swiss  shares  to 
benefit  from  portfolio  adjust- 
ments in  the  wake  of  the 
euro's  launch.  The  SMI 
index  put  on  281.1  to  7.4413, 
although  trading  remained 
on  the  quiet  side,  in  line 
with  activity  during  the  final 
sessions  of  1998. 

Pharmaceuticals  and 
f-hfimiratiB  were  in  demand. 
Novartis  rose  SFrl22  to  an 
all-time  high  of  SFr2.B22, 
while  Roche  certificates 
were  SFr350  higher  at 
SFrl7.ll0. 

Financials  also  posted 
strong  gains.  CS  Group,  a 
recent  underperformer  on 
worries  about  its  exposure  to 
Russia  and  Latin  America, 
put  on  SFT1930  to  SFr23430. 
UBS  gained  SFrl7.50  to. 
SFr439,  while  among  the 
insurers,  Swiss  Re  gained 
SFrl35  to  SFr3,716  and  Zur- 
ich Allied  was  SFr41  higher 
at  SFrl.058. 

Shares  in  the  troubled 
goods  inspection  company 
Surveillance  slid  SFr5  to 
SFr 1,340,  having  turned  back 
from  a day’s  high  of 
SFr 1360. 

MILAN  was  the  euro- 
zone's best  performing 
exchange  as  foreign  funds 
reshaped  their  portfolios 
after  the  introduction  of  the 
euro.  The  Mibtel  index 
climbed  1.402  or  53  per  cent 
to  25,097. 

Olivetti,  the  computer  and 
telecoms  group,  was  the 
most  heavily  traded  stock 


amid  speculation  that  it 
could  soon  merge  with 
Omni  tel.  its  cellphone  unit. 
It  ended  €030  or  10.1  per 
cent  higher  at  €338  after 
being  suspended  limit  up 
earlier  in  the  day. 

MADRID  posted  the  sec- 
ond biggest  gain  among 
euro-zone  bourses,  buoyed 
by  Frankfurt's  steep  rise  and 
buying  by  Spanish  funds. 

The  fortunes  of  individual 
stocks  were  mixed,  although 
telecoms  enjoyed  a good  day 
in  common  with  their  coun- 
terparts across  Europe. 

The  general  index  climbed 
51.14  or  53  per  cent  to  91834. 
The  Spanish  market  tradi- 
tionally prospers  in  January 
as  fund  managers  spend 
cash  that  savers  place  in 
pension  and  investment 
funds  ahead  of  the  end  of  the 
tax  year  In  December. 

Telefdnica,  the  former 
monopoly  telephone  opera- 


tor. put  on  €230  or  7.6  per 
cent  to  end  at  €4032.  It  bene- 
fited from  an  increase  in  its 
weighting  in  the  general 
index. 

Union  Feoosa.  tbe  power 
company,  was  also  bolstered 
by  a rise  in  its  weighting. 
The  stock  finished  €036  or 
63  per  cent  higher  at  €15.90. 

Continence,  the  retailer, 
put  In  the  most  powerful 
performance,  jumping  €3.59 
or  12.4  per  cent  to  €32.0L 
Traders  said  the  size  of  the 
increase  reflected  the  rela- 
tively low  liquidity  of  Conti- 
nence shares. 

Two  new  entrants  to  the 
rbex-35  index  of  leading 
shares  suffered  yesterday 
after  rising  sharply  in  tbe 
last  two  weeks. 

Acciona,  the  construction 
group,  fell  €7.70  or  11.1  per 
cent  to  €61.70,  while  NH 
Hoteles,  the  hotels  group, 
closed  €031  or  1.7  per  cent 
lower  at  €1230. 

HELSINKI  reached  an 
all-time  high  as  telecom 
shares  posted  strong  gains. 
The  Hex  index  closed  270.61 
or  43  per  cent  higher  at 
5335.48.  ' 

Nokia,  the  telecom  equip- 
ment maker,  accounted  for 
about  75  per  cent  of  total 
index  turnover  after  two 
sluggish  sessions  at  the  end 
of  last  year.  The  stock 
climbed  €3.72  or  3.6  per  cent 
to  €108. 


Written  and  edited  by  Michael 
Morgan,  Jeffrey  Brown,  Michael 
Peal  and  Mark  Herflhy 


Pakistan's  equity  prices  are 
likely  to  remain  subdued 
today,  in  the  wake  of  law- 
lessness across  the  country, 
economic  uncertainty  and 
yesterday's  breakdown  of 
talks  between  ICI  and 
DuPont  over  the  sale  of  a 
chemical  plant  near  Karachi. 

For  months,  market  ana* 

lysts  had  followed  talks 
between  the  two  giants  over 
Id's  expected  sale  of  part  of 
its  pure  terephthalic  acid 
plant  to  DuPont. 

ICI  shares  yesterday  fell 
Rpsl-20  at  RpslO.60.  The  KSE 
100  index  or  the  Karachi 
Stock  Exchange  closed  at 
94337,  down  8.45. 

An  ICI  statement  only  con- 
firmed the  talks  had  ceased, 
but  gave  few  further  details. 
“This  is  certainly  a setback 
to  market  sentiment. ''  said 
Yasin  Lakhani.  chairman  of 
the  Karachi  Stock  Exchange- 

Analysts  said  tbe  market 
outlook  remained  under 
pressure,  mainly  due  to  con- 
cerns over  Pakistan's  Invest- 
ment climate. 

The  country  now  appears 
to  be  beading  towards  final- 
ising a loan  programme  with 
the  International  Monetary 
Fund  tbis  month,  and 
rescheduling  a portion  of  its 
foreign  debt  from  the  Paris 
club  and  commercial  banks. 

Although  no  formal  date 
has  been  announced  yet,  the 
IMF's  board  of  executive 
directors  is  expected  to  meet 
in  Washington  this  month  to 
consider  the  loan  request, 
essential  to  stave  off  a for- 
eign debt  default. 

However,  investigations 
into  alleged  corruption  in 
Hub  power  company  con- 
tracts continue  to  send  jit- 
ters through  investors. 

Last  month,  many  ana- 
lysts were  convinced  Pakis- 
tan had  reached  an  under- 
standing with  the  World 
Bank  over  backing  away 
from  its  controversial  inves- 
tigations. which  have 
become  embroiled  in  polar- 
ised party  politics. 

The  government  of  Nawaz 
Sharif,  tbe  prime  minister, 
has  been  accused  of  launch- 
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Golds  fail  to  lift  all  share 


European 


SOUTH  AFRICA 


Investors  continued  to 
pocket  profits  in  Johannes- 
burg. sending  the  all  share 
index  down  25.6  at  5,4043  in 
spite  of  a good  day  for  gold 
shares. 

Both  financials  and  indus- 


trials closed  above  their  ses- 
sion lows.  Tbe  former  ended 
1 per  cent  lower  at  8,353.6. 
while  industrials  finished 
little  changed,  off  0.05  per 
cent  at  63613. 

Golds  shrugged  off  a dull 
bullion  price  with  a rise  of 
13  per  cent  to  8813. 
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Nikkei  slips  on  bond  concerns 
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ASIA  PACIFIC 


In  a shortened  first  trading 
day.  TOKYO  made  a dismal 
start  to  the  new  year,  writes 
Alexandra  Nusbaum. 

The  Nikkei  225  Average 
fell  3 per  cent  on  concerns 
about  the  Japanese  govern- 
ment bond  market  and  the 
yen's  strength.  The  yield  on 
the  10-ycar  bond  continued 
to  hover  around  1.99  per  cent 
and  the  yen  strengthened  to 
Y113  against  tbe  dollar. 

The  Nikkei  225  average  fell 
426  to  close  at  its  session  low 
of  13,41539  after  trading  as 
high  as  13,779.05.  The  more 
representative  weighted  Nik- 
kei 300  tumbled  2.11  per  cent 
or  4.56  to  close  at  211.53.  The 
Topix  index  of  all  first- 
section  shares  was  off  2.03 
per  cent  or  22.07  at  1,064.92. 

Volume  was  light,  with 
only  118m  shares  traded. 
Momentum  was  down  with 
940  shares  declining,  ISO  ris- 
ing and  125  unchanged. 

The  real  estate  sector  fell 
335  per  cent.  This  hit  the 
warehouse  sector,  which 
dropped  5.1  per  cent,  because 
it  depends  on  rental  Income 
from  real  estate  operations. 

The  air  transportation  sec* 
tor  was  down  33  per  cent. 
All  Nippon  Airways  fell  4.6 
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per  cent,  or  Y17  to  close  at  a 
12-montb  low  of  Y366. 

The  oil  sector  fell  338  per 
cent  in  spite  of  the  stronger 
yen.  Shows  Shell  was  down 
Y35  to  dose  at  Y600.  Tonen 
closed  at  Y595,  down  Y35. 
Nippon  Oil  dropped  Y15  to 
close  at  Y379. 

Old  Electric,  a member  of 
the  Fuyo  Group,  fell  YZl  to 
close  at  Y312.  Fuji  Photo 
Film  was  down  Y120  to  dose 
at  4,080.  Sony  was  off  Y180  at 
Y8.050.  Honda  Motor  was 
down  Y130  at  3380. 

In  Osaka,  the  OSE  fell  296 
to  14307. 

KUALA  LUMPUR  fell 
sharply  as  investors  took 


profits  in  blue-chip  compa- 
nies. ending  the  rally  the 
market  enjoyed  in  the  last 
days  of  1998. 

The  composite  index 
closed  24.48  or  43  per  cent 
lower  at  561.65.  The  index 
had  risen  9.1  per  cent  in  the 
previous  six  days'  trading. 

The  biggest  sufferers  were 
stocks  that  had  notched 
impressive  rises  in  the  final 
days  of  last  year.  Telekom 
Malaysia,  which  put  on  183 
per  cent  in  six  sessions, 
came  off  55  cents  or  53  per 
cent  to  MI9.45. 

Tenaga,  the  power  com- 
pany, gave  back  some  of  the 
31.1  per  cent  gain  it  made 
aver  the  same  period.  It  fin- 
ished 70  cents  or  9 per  cent 
down  at  M$7.10. 

SEOUL,  by  contrast,  shot 
higher  on  positive  economic 
news  and  hopes  for  a debt 
upgrade  at  market  heavy- 
weight Kepco.  In  hectic  trad- 
ing, the  composite  index 
ended  25.11  or  43  per  cent 
higher  at  58737. 

Samsung  Electronics 
jumped  9.7  per  cent  to 
WonS6300  and  Pohang  Iron 
and  Steel  rose  43  per  cent  to 
Won67300. 

Kepco,  which  Moody’s  said 
was  possibly  In  line  for  a for- 
eign currency  debt  upgrade. 


gained  5 per  cent  to 
Won31,000. 

Korea  Telecom  was  the 
day’s  most  active  stock.  Tbe 
shares,  due  to  enter  the 
Kospi  next  month,  advanced 
15  per  cent  to  Won43,700  in 
15.6m  traded 

HONG  KONG  tumbled  2.4 
per  oent  on  concerns  gener- 
ated by  the  fall  in  the  Tokyo 
market  and  the  strength  of 
the  yen.  both  seen  to  be 
reactions  to  the  launch  of 
trading  in  the  euro. 

The  Hang  Seng  Index 
closed  239.41  lower  at 
9309.17  in  weak  turnover  of 
HK$23bn. 

Properties  led  the  market 
lower,  followed  by  finance. 
Real  estate  developer  Son 
Hung  Kai  Properties  sank 
HKJ1.50  Or  2.7  per  cent  to 
HK$55,  while  Henderson 
Land  slid  HK$1.70  or  43  per 
cent  to  HK838.40  and  Hang 
Lung  Development  lost  35 
cents  to  HK$735. 

Banking  giant  HSBC  Hold- 
ings tumbled  HK$5  to 
HKJ188,  while  among  the 
conglomerates  Hutchison 
Whampoa  eased  HK$13o  to 
HKSS835. 

BOMBAY  enjoyed  a new 
year  rally.  The  BSE-30  index 
finished  61.7  or  2 per  cent  j 
higher  at  3,122.04.  I 
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ing  its  ant i<corruptiC6t  inves- 
tigations in  the  power  pro, 
jects  to  collect  evidence  of 
alleged  corruption  against 
Benazir  Bhutto,  the  former 
prime  minister. 

The  objective  of  the  name 
is  to  score  political  points 
rather  than  press  ahead  with 
economic  reforms.-  it  is 
argued.  Despite  reports  <*t 
promises  to  the  World  Bank, 
analysts  say  the  sain  anti- 
corruption  agency  shows  no 
sign  of  barking  away  from 
its  investigations. 

Despite  official  claims  to 
the  contrary,  some  analysts 
say  the  economic  outlook 
remains  weak,  months  after 
Pakistan  braved  westenj 
economic  sanctions-  foUovQg 
ing  its  nuclear  tests.  j 

While  ninny  of  the  sanc- 
tions appear  to  have  eased 
the  economy  has  suffered 
from  steps  such  as  the  gov- 
ernment's decision  to  freeze 
all  onshore  foreign  currency 
accounts.  Depositors  are 
only  allowed  to  cash  funds 
at  a fixed  rate  about  2D  per 
cent  below  the  open  market. 

"Unlike  previous  ! years 
when  January  was  a time  for 
a market  rally,  this  year  Is 
different  because  of  all  the. 
prevailing  problems,"  said 
Sikandar  Khawoja.  country 
head  at  HSBC  investment 
bank.  “Right  now.  Pakistan 
is  looking  so  troubled,  ho 
new  funds  would  come,  (br- 
the  time  being". 
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